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New flight-streamed design 


gets rid of surplus poundage... 
Saves you many a gasoline dollar! 


It’s a dreamlike new ride! Rough 
roads don’t spoil your fun. Some sheer 
magic in the low-swung Studebaker 
seems to pad the most rugged miles 
with velvet. You never enjoyed re- 
laxed ease like this in any car before. 


ae 


You seldom stop for gas! Out on the 
road or driving in town, Studebaker’s 
modern engines wring a full measure 
of mileage out of every gallon. Auto- 
matic overdrive, available at extra 
cost, saves still more gasoline for you. 


Studebaker Champion convertible 


HE clean-lined look of a 1949 Studebaker tells 
you it’s a car with the right build for thrift. 


You don’t see a trace of cumbersome excess bulk 
in those trim, graceful body contours. 


What’s more, there’s no gas-wasting dead weight 
in the rugged chassis underneath. 


All this reduces driving costs substantially, as own- 
ers of postwar Studebakers so well know. 


Talk to some of them! You'll talk yourself straight 
into buying a money-saving new 1949 Studebaker— 
a new Champion—a new Commander—a special 


extra-long-wheelbase Land Cruiser! 


White sidewall tires and wheel discs available on all models at extra cost 


Your brakes rarely need servicing 
—they automatically adjust them- 
selves to lining wear—an exclusive 
feature of all postwar Studebaker cars. 
You have the firm brake pedal feel of 
a new car after months of driving. 


Trustworthy structural soundness 
is built into every Studebaker by 
America’s most painstaking automo- 
tive craftsmen. Many of them are 
members of father-and son teams. 
Studebaker, South Bend 27, Indiana, U.S. A. 

















Ss... PEOPLE are again talking up the shorter 
work week—40 hours’ pay for 35 hours’ work. 
They think that is the way to break the buyers’ 


strike brought about by excessive costs. 


Of course, the same pay for less work would 
again drive up costs and prices as it has been doing 
for years. And now that essential needs have been 
met, every increase in price means fewer people 


who can buy—and that means fewer jobs. 


When is someone going to be honest with work- 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 





“Share the work” only shares the poverty 


men and tell them the way to meet an employment 
emergency is to reduce costs and so increase the 
number of people who can buy, and so increase 
jobs. Business management does not want to 
decrease costs by decreasing wages; every business 
man knows that the best way to decrease costs is 
to increase efficient production. 


This country has never been over-produced, it 
has only been over-priced. There are 140,000,000 
people who still want millions of things, and who 
will buy them when efficient production gets them 
down to a reasonable price. 
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News within the News 





DANGERS IN RISING DEBT—Size of the national debt is about to start rising 
again. Effect of that rise is to be felt in taxes, in incomes, in employment, in 
buying power. Its meaning to business is explained here in an interview with 
W. Randolph Burgess, vice chairman of The National City Bank of New York 
and head of the Committee on Public Debt Pollicy......................ccccceceeeees P22 


NO TAX INCREASE IN SIGHT......P. 11 
Tax raises aren’t in sight for the year or 
two ahead. Congress is in no mood to 
increase burdens of individuals or corpo- 
rations, despite Mr. Truman’s continued 
insistence on a tax boost. The next step, 
instead, is to be a cut, probably on ex- 
cises. Here’s the outlook in detail. 


CAUTION ASKED OF CONGRESS..P. 13 
Letters written to Congressmen—barom- 
eter of the country’s mood—are showing 
caution and economy to be uppermost in 
people’s minds these days. Folks at home 
want more economy in Government, are 
against a tax boost, or anything likely to 
unsettle business. 


TAX COLLECTORS’ RECESSION......P. 17 
Uncle Sam’s income so far this year is 
$3,000,000,000 less than a year ago. De- 
cline in tax revenue is reflecting lower 
earnings of individuals, lighter spending 
for taxed luxuries. Government, as a re- 
sult, is facing the prospect of either 
trimming outgo sharply or borrowing 
more money. 


THREE AIR FORCES FOR U. S.?....P. 20 
Growing concern is being felt by many 
of this country’s top military planners 
over a weak link in the U.S. chain of 
defenses. That weakness is in the steady 
reduction of air support for ground com- 
bat forces. It’s due in large part to the 
new shift in emphasis of U.S. air power 
to the B-36 heavy bomber. Worried 
Army officials now are starting to think 
about a tactical air force of their own. 


BIG SOVIET‘'S SMALL MIGHT........ P. 22 
Russia has more miles and more men 
than U.S., but less of most everything 


else that makes for power. This article 
gives a factual comparison of the world’s 
strongest two nations, now face to face 
at Paris. 


BRITAIN’S PRICE TROUBLE............ P. 24 
High costs are snarling Britain’s export 
trade in no uncertain fashion. British 
goods, with prices kept high by produc- 
tion costs, are meeting real resistance in 
the growing buyers’ market. If outcome 
should be devaluation of British currency, 
export trade of other countries, and U. S., 
too, would be complicated. 


RISE OF JOB HUNTING.............. P. 26 
Rising problem of unemployment is hit- 
ting some States a lot harder than others. 
In some areas, they are paying jobless 
benefits to one worker in every 10 cov- 
ered by insurance, in others only one in 
40. The farm States have it easiest. 
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OU may be thousands of miles from the 
ones you want to talk to—yet the tele- 
phone brings you together quickly, clearly. 
Western Electric helps to make it that way. 
Our part within the Bell System is to 
furnish the things that make good telephone 








All lines lead to YOU 





service possible. Bell scientists design, we 
produce and telephone company people oper- 
ate the equipment, a triple-action with one 
aim—good service for you. Result: Americans 
have the best telephone service on earth at 


the lowest possible cost. 















MANUFACTURER PURCHASER DISTRIBUTOR INSTALLER 
of telephone apparatus for of supplies for Bell of Beil telephone ap- of Bell System central 
the Bell System. Telephone companies. paratus and supplies. office equipment. 














SINCLAIR 


—A Great Name in Oil 


Sean Dont Hy 


So for lubrication we look to the leaders!” 


Says CAPTAIN EDDIE V. RICKENBACKER 


President and General Manager, Eastern Air Lines 


ee Air Lines’ notable operating record is 
due in large part to its strict standards of air- 
craft maintenance. Only the finest lubricating 
oils and greases can meet Eastern’s exacting 
requirements. 


Eastern Air Lines uses Sinclair aircraft en- 


Another reason why ...SINCLAIR 
is a “Great Name in Oil” 


gine oil exclusively. Its confidence is based on 
Sinclair’s detailed knowledge of every phase 


of aviation lubrication. 





SINCLAIR OIL 


FREE ORATION : 
enue - NewYork 20, N.Y. 
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Mr. Truman, with no more boom, is heading into trouble, lots of it. 

Business keeps sliding. There still is much adjusting to do, and it's to be 
painful, not pleasant. Politicians do not like that. 

Unemployment is to rise, quite sharply. That's bad for a President. 

Red ink is showing on the books again. As businects slides and incomes 
decline, red-ink figures are to become a major White House concern. 

Truman thinking and plans are not geared to rough going. Truman idea is 
that U.S. can afford anything, that there's no direction but up. It's to be 
quite a shock to discover that a bottom can drop out just as a top can blow off. 





Britain, too, is in trouble, and that wasn't planned. 

A British»ecrisis, if it comes, won't help things here. It will hurt. 

Britain's trouble is that she's tried to live beyond her means. 

The British problem, like the U.S. problem, is to get her costs and her 
prices down. But that's painful when people feel squeezed as it is. 

Even $80,000,000 a month, contributed by U.S. taxpayers, isn't enough to 
tide Britain over. Britain's Labor Government is finding that it can't afford to 
give people all the houses they want, all the social services that they like, 
provide all the military protection that's needed, give everybody a diet of 3,000 
calories and still meet the pay roll each Saturday night. But, before a Govern- 
ment admits that much, it is likely to tinker with the currency and to try other 
expedients in the hope that something will turn up. 

Troubles in Britain will complicate Truman troubles at home. 














What the President can see ahead, if he looks closely, is this: 

Business, Slipping, has further to go, maybe about 10 per cent further. 

Prices have to be marked down more. A 10 per cent markdown from present 
levels seems probable on an average. Pressure on farm prices is going to be 
intense later this year, and here will be some more Truman troubles. 

Unemployment, now past 3,000,000, is likely to approach 6,000,000 before 
things get straightened out. The President has no special plans for that. 

A deficit of around $1,500,000,000 for the year to end June 30 will make 
trouble for the Treasury. It's the prospect of a $5,000,000,000 deficit for the 
year starting July 1 that is to cause the real trouble, though. 

The going, in fact, is to get a bit rough. 





There is no brain trust at work for Mr. Truman, figuring answers to the 
problems ahead, no team comparable to that of the New Deal days. 

Plans for dealing with a recession are the old prewar plans. 

Unemployment insurance will be depended upon to cushion a job decline. 
There's to be no WPA, no PWA, no big new spend-lend program. 

Price supports will help bolster farm income. Farming, however, is to come 
back under strong Government control. Acres of grains and cotton will be lim- 
ited next year; quotas sometimes will be set on amounts to be marketed. 

Money supply will be kept abundant. 

Spending by Government will continue to be free and easy. Spending in the 
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NEWSGRAM--TOMORROW-- (Continued) 


year ahead is to break all peacetime records, but it won't be enough of an 
increase to offset the decline that is taking place in private spending. 

Lending by Government will rise, too. < 

Debt is to start up again from the $252,000,000,000 level. Increase in 
debt will seem less onerous to men in politics than a big tax increase ora 
deep slash in Government spending. Tax rise isn't to come in a setback. 

The dollar, even so, is not to be tinkered with. Gold price will stay at 
$35 to the ounce even if Britain devalues and other nations devalue. 

There really aren't any fancy plans, with strong backing, intended to be 
brought out as antidotes for deflation. Plans are same old ones, dusted off. 








Deflation, now dominant, is to make most things cheaper..... 

Food prices will decline again later this year. Meats are due to drop in 
the autumn. Butter is low now. Milk probably can't be kept up. 

Clothing, of most types, will gradually become cheaper. 

Autos are due for some reduction later this year. Building materials 
almost surely will be forced down more in price. Steel probably cannot avoid 
some price adjustments, direct or indirect, once the wage issue is settled. 

Used cars are off sharply now, and still dropping. Old houses are as much 
as 20 per cent under prices asked a while back. New houses are having to be 
marked down. Building costs may decline 10 to 20 per cent. 

This is a period of price adjustment. When big buyers become convinced 
that prices are back tosa@ firm base, buying will pick up. When big buying picks 
up, that will be a sign that the worst is over. There's a chance that the turn 
from deflation will come late in 1949, but more probably it will come in the 
first half of 1950. A bad crisis in Britain would delay things somewhat. 











Pey increases are to be few and far between until things do turn up. 

Wage rates are near their peak. Employers are resisting raises more and 
more strongly. Increases, where given, reflect more productivity. They're not 
being passed along in price rises. Wage-price spiral upward is ended. 

Salaries, as a whole, are about as high as they are to go. 

Labor leaders this year face a tough problem. If they don't call strikes, 
they do not get raises for their members, aS a rule. If they do call strikes, 
then they find most employers in a position to sit them out. Employers often 


- 


want to work off their high-priced inventories and don't mind shutdowns. 





Coal strike, if called, will tend this year to balance supply and demand. 

Steel strike is likely to be a short strike, if called. Strike in steel 
seems improbable, unless as a means to force a Showdown in bargaining. 

Auto industry probably will not be hit by a wave of strikes. Workers in 
their Ford strike lost $18,000,000 in wages and gained nothing tangible. 

Strikes in many industries in 1949 would serve merely as a convenient way 
for emplovers to work off excess stocks of goods. The time when strikes are an 
easy way to get wage increases appears to be over for the moment. 











As things are working out in Congress: 

Labor-law changes probably will be voted. Employers won't lose much that 
they consider important. Minimum wage still may be raised to 60 or 65 cents. 

Delivered prices are to be permitted by statute. F.0o.b. pricing, which is 
beginning to hurt some communities, won't have to be used. 

Tax increase 1S dead for this year, at least. Health insurance still does 
not stand a chance. Disability insurance won't be voted this year. Old-age 
coverage is unlikely to be broadened at this time. 

Atlantic Alliance is to be ratified with reservations. Lend-lease is less 
than a 50-50 prospect for revival, however, on ground of cost. 

Economy will be talked, but not practiced. Appropriations are not to be 
cut in total, compared with year ending June 30. They'll go up, instead. 
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\ Congressman votes “Yes!” for a tire! 
(So will you) 


You'll vote for Super-Cushions too, 
once you learn what a smooth, safe ride 
they give you. Here’s what Congressman 
Victor Wickersham of Oklahoma says 
about his: 


“In my last Congressional Campaign, 
I covered over 30,000 miles on all kinds 
of roads with one set of Super-Cushions. 
They really improve the car’s perform- 
ance. Steering is easier. And Super- 
Cushions make the car hug the road on 


MORE PEOPLE RIDE ON GOODYEAR TIRES THAN ON ANY 


turns, give me excellent traction even in 
wet weather.” 


The Super-Cushion is bigger and softer 
.-. runs on 24 pounds of air... but will 
fit your present wheels! 


You'll get a softer ride, less wear on 
your car, fewer rattles and repair bills, 
greater safety, mileage and blowout re- 
sistance. See your Goodyear dealer today! 


Super-Cushion T. M.—The Goodyear Tire & Rubber Company 
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SOLE UNITED STATES IMPORTERS: 
CARILLON IMPORTERS, LTD., NEW YORK, N. Y. 


This advertisement is in no way an endorse- 
ment by the Royal Canadian Mounted Police 








RIGHT LIGHTS AND’ MICROPHONES 
B bloomed in profusion in Washington 
last week. They were centered on the 
biggest secret in the world—U. S. atomic 
research—on the fascinating chance that 
part of the secret might leak out. Chair- 
man David Lilienthal of the Atomic 
Energy Commission was on the congres- 
sional carpet once again, and the public 
crowded the hearing room to the walls 
to see and hear the man who has the 
awful responsibility of bossing a billion- 
dollar-a-year mystery. 

What brought the crowds, the re- 
porters and the cameramen? It was the 
atom itself. People seemed apprehen- 
sive that the secret might get out, but 
they wanted to be on hand if it did. 
They wanted to hear all about the atom 
business, and, at the same time, were 
afraid of what they might learn. 

Senators and spectators looked on 
grimly as tall, thin David Lilienthal sat 
down at the committee table and braced 
himself for a searching cross-examination. 
A veteran of congressional investigations, 
he was on familiar ground. As custodian 
of the atom secrets, he was frankly ex- 
pecting a rough time from those Senators 
who do not like the way things have 
beer. going behind the guarded doors 
of AEC’s big and mysterious enterprises. 

But those in the audience who hoped 
for sensations were soon disappointed. 
The hearing turned up only one well- 
worn fact about the atom—the fact that 
nobody talks right out about it. As the 
hearing went on, it quickly developed 
that Mr. Lilienthal’s ability to police the 
big secret was far from being the only 
issue. His ability as a businessman, as 
the public administrator of a bewildering 
new monopoly, was more on trial. 

Senators questioned him about the big 
turnover in his pay rolls. He was asked 
about security checks placed on his em- 
ployes, about the way he works with the 
Federal Bureau of Investigation, gen- 
erally about the way he runs the whole 
business. 

He tossed out one tantalizing remark. 
The “atomic secret,” he said, actually is 
a host of little secrets and nobody knows 
them all. Senator Bourke B. Hicken- 
looper (Rep.), of Iowa, who doesn’t like 
the way Mr. Lilienthal runs_ things, 
called for several confidential reports, but 
it was clear they would be examined in 
confidence. For all its troubles, the 
closest the anxious audience came to the 
big secret was to see and hear the one 
man who probably knows more about it 
than any other American. 


OMBER QUIET of a federal courtroom 
S in New York last week replaced the 
glare of klieg lights that had surrounded 
another matter of national secrecy. At 
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DAVID LILIENTHAL 
- . « One tantalizing remark 


—Acme 


long last, Alger Hiss, boyish-looking 
former State Department official, went 
on trial to defend himself against a story 
that he passed top Government secrets 
to a Communist agent of Russia. 

The courtroom scene was a quiet con- 
trast to the bustle and noise of last year’s 
congressional hearings where Whittaker 
Chambers, the ex-Communist, first told 
his sensational story about Mr. Hiss. 
Mr. Chambers, looking weary and 
sleepy-eyed, droned through the now- 
familiar story of his restless childhood, 
his switch to Communism, the deal 
whereby he claims he passed confidential 
documents between Mr. Hiss and a Rus- 
sian spy. Throughout Mr. Chambers’s 
testimony, Mr. Hiss sat, his jaw outthrust, 
and glared at the man who claims to be 
his old friend. 

As at every Hiss-Chambers meeting 
for months, the public was on hand. 
Obviously, the spectators were expect- 
ing another “spy trial,” a recital of in- 
ternational intrigue and of deep, dark 
doings between important people in 
Washington and Moscow. But before the 
trial was a day old, the spectators were 
promised a disappointment by the law- 
yers on both sides. 

The issue, actually, was far less com- 
plicated. It: came down to this: Mr. 
Chambers says he got secret papers from 
Mr. Hiss. Mr. Hiss denies it. Obviously, 
somebody is lying. But the job for the 
New York jury of 10 men and two 
women sounds simpler than it is. They 
must listen to the conflicting stories of 
the former Communist and the former 
official who once was an adviser to Presi- 
dent Franklin D. Roosevelt—then pick 
out the liar. 
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EMS ELECTRONIC BRAIN KEEPS A 
COOL HEAD ON ITS SHOULDERS 


TALK ABOUT LIGHTNING CALCULATORS ! INTERNATIONAL 
BUSINESS MACHINES CORPORATION HAS AN ELECTRONIC 
CALCULATOR. THAT DOES 50 MULTIPLICATIONS A SECOND 
OF 14 DIGIT NUMBERS ! ARITHMETIC, ALGEBRA, 
CALCULUS — IT SOLVES PROBLEMS IN 
SECONDS THAT MIGHT OTHERWISE 
TAKE WEEKS. 
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All 
the talk’s 


about 
CHEVROLET 


Trucks 
with 
BIG 4 
ADVANTAGES 





1 Featiwred 


Only the Advance-Design 
Chevrolet truck line has them 
all! Flexi-Mounted Cab, 4- 
Speed Synchro-Mesh Trans- 
mission, Splined Rear Axle 
Hub Connection, Valve-in- 
Head Engine, The Cab 
That ‘‘Breathes.’’* 


2 Quality 


There is only one line of 
trucks with 3-WAY THRIFT 
— Chevrolet! Here is low-cost 


-operation, low-cost upkeep 


and the lowest list prices in 
the entire truck field! 


3% 


From start to finish, these 
Chevrolet trucks are star per- 
formers! Here’s lasting 
strength, dependable oper- 
ation and extra handling 
ease combined with premium 
power plus economy! 


4 Prices 


Overwhelming choice of the 
nation’s truck users, Chevro- 
let Advance-Design trucks are 
quality built from stem to 
stern, side to side—designed 
and engineered for long life 
and lasting value! 


*Heating and ventilating system optional at extra cost 


CHEVROLET MOTOR DIVISION, General Motors Corporation, DETROIT 2, MICHIGAN 


MORE CHEVROLET TRUCKS IN USE THAN ANY OTHER MAKE! 
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NO TAX INCREASE IN SIGHT: 
DOWNWARD MOVE IS NEXT 


Legislators Look to Excises for First Cut 


Higher taxes, wanted by Tru- 
man, are out for now. As things 
stand, tax changes, if voted, are 
to be down instead of up. 

Income taxes probably are at 
ceiling. Pressure is on to reduce 
excises, liberalize other tax rules 
to help business. 

No big, quick tax shifts are 
likely. Even when cuts do come, 
taxes for everybody are to be 
high by prewar standards. 


The taxpayer, concerned about his 
taxes, can sit back and relax a little. 
He can be sure now that the federal tax 
on his income is not going to be in- 
creased this year. 

Individual income taxes are as high 


as they are to get. Corporation taxes are. 


not to go any higher in this postwar 
period. About the only thing that could 
change this outlook would be war or 
some other national emergency. Presi- 
dent Truman is not to get from Congress 
the tax increases he wants to produce 
$4,000,000,000 in added revenue. Nor 
is he to get the $2,000,000,000 in new 
pay-roll taxes that he has sought as a 
starter toward financing broader social 
programs. 

The attitude of Congress, at this time, 
is strongly against any increase in taxes. 
If given a chance, a majority in Congress 
almost surely will go the other way, will 
vote to reduce excise taxes on freight, on 
passenger travel, on business machines, 
on telegrams and telephone calls, and 
perhaps on some luxury items. 

Corporations can be fairly sure that 
they will not be called upon to complete 
payment of the taxes on their 1949 in- 
comes in the first six months of 1950. A 
plan to speed corporate tax payments is 
getting some support in Congress, but not 
as much as many expected. That is true 
even though the Treasury and White 
House would like to get payment more 
nearly current with the time income is 
earned. 
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Tax trend, in its next phase, is to be 
downward. Trend down may start in the 
election year 1950. It will start in 1949 
if Congress gets a chance to consider the 
issue of taxation. The first cut is to affect 
excise taxes. 

Mr. Truman, favoring higher taxes, is 
able to muster almost no support. The 
most his own advisers will favor is an in- 
crease in tax on corporation income from 
88 to 43 per cent. That increase is sug- 
gested only tentatively. In Congress, 
where tax policy is decided, Senator 
Walter F. George, chairman of the Sen- 
ate Finance Committee, opposes any in- 
crease. A survey of Congress reveals 
little support for increased taxes of any 
kind. 

Tax increase is opposed on the ground 
that it would discourage business at a 
time when the trend of business is down. 
There is a widespread view that a raise 
in taxes would result in less revenue, by 
discouraging spending and investment 
by businessmen who would see no point 
in venturing only to have the Govern- 
ment take most of any new earnings. 

Tax level, as a result, is past its peak 
now, so far as taxing of income goes. Un- 
less moods change radically, a- large 
budget deficit in the year ahead will lead 
to intense pressure for reduced spending 
rather than to a willingness to vote high- 
er taxes on incomes. 

Corporations are leaving the war and 
immediate postwar period behind them 
with a tax that takes 38 per cent of in- 
come above $50,000 a year. Before the 
war, in 1939, corporation income was 
taxed at 19 per cent. There no longer is 
any widespread sentiment in Congress 
for revival of an excess-profits tax, since 
the trend of business suggests that ex- 
cess profits will not amount to much. 

. Individuals find that the tax on their 
incomes has multiplied since prewar 
years. Most taxpayers are enjoying a sub- 
stantial cut in taxes below the wartime 
peak. This is especially true of married 
persons in middle-income brackets. Even 
so, a married man with $5,000 of income 
pays nearly eight times as much as in 
1939 on the same income. A $10,000 
married man pays four times as much. A 
$25,000 man is taxed two and one-half 


times as much as before the war. Taxes, 
as the accompanying table shows, take a 
substantial chunk out of most incomes. 

Cuts in income tax rates are not in sight 
immediately for either individuals or for 
corporations. However, there are many in 
Congress who favor increasing the per- 
sonal exemption and allowance for de- 
pendents, now $600. That would give the 
little taxpayer a break. If consumer spend- 
ing keeps falling off, an increase in ex- 
emptions may be taken seriously in Con- 
gress. Then, too, there is mounting pres- 
sure for general revision of tax laws, 





HOW TAXES HAVE RISEN 


Individual Income Taxes 


Net Income Tax in 1939 Tax Now 
Married couple 

$ 2,500 -- $ 216 
5,000 $ 80 631 

10,000 415 1,621 
25,000 2,489 5,877 
50,000 8,869 17,201 
100,000 32,469 46,403 
1,000,000 679,044 770,000 


Single person 


$ 2,500 §$ 50 $ 315 


5,000 140 811 
10,000 560 2,124 
25,000 2,804 8,600 
50,600 9,334 23,201 

100,000 33,354 58,762 
1,000,000 680,184 770,000 


Corporation Income Taxes 


Net Income Tax in 1939 Tax Now 
$..25000 --.3-3525 $ 5730 
100,000 19,000 38,000 
1,000.000 190.000 —__ 380,000 
~ Excises 
Tax in 1939 Tax Now 
Cigarettes ( package ) 6¢ 7¢ 
Whisky ( fifth,80 proof} 36¢ $1.44 
Beer ( barrel ) $5.00 $8.00 
Club dues, 
initiation fees 10% 20% 
Furs ( retail ) — 20% 
Jewelry (retail ) _ 20% 
Local telephone bill _ 15% 


Long-distance calls 10¢ per call 25% 


Telegrams 10¢ per 

( domestic ) message 25% 
Freight _ 3% 
Train, bus, plane, 

ship fare ~ 15% 
Business machines 

( factory price ) ~ 10% 



























-U.S. Labor Dept. 


TRIP BY TRAIN 
Wartime taxes still are paid by travelers 


changes that would help business as well 
as individuals. Action on some of these 
changes could come in 1950. 

Excises, which continue at high war- 
time rates, are getting most attention in 
Congress just now. These taxes are 
under attack as a direct drag on business. 
Rates dwarf those of prewar years. Some 
items not taxed at all before the war are 
taxed now at 20 per cent of the retail 
price. Necessities as well as luxuries are 
affected. Excises are imposed on some 
of the lines that have been hit hardest 
by the recent slump in sales. 

Taxes directly affecting business will 
get first call in any excise cuts voted by 
Congress. The 3 per cent tax on freight 
is an example. This tax pyramids, as it 





WORDS BY WIRE 


applies each time the raw material or 
the finished product is shipped. Others 
that add directly to business costs in- 
clude the 15 per cent tax on passenger 
travel, 25 per cent tax on telegrams and 
long-distance telephone calls, and the 15 
per cent tax on local telephone bills. 
These taxes probably will be cut in the 
first excise reduction. Pressure also is 
strong to reduce taxes on admissions, 
cosmetics, jewelry, furs and light bulbs. 
. If a revenue bill of any sort comes up 
for a vote in the present session of Con- 
gress, moves will be made to tack on a 
rider providing excise cuts. Such a rider 
will be hard to stop. 

Pay-roll taxes to finance social-se- 
curity programs are not to advance lefore 





—Western Union 


Excises may be cut by Congress 





ey 


Jan. 1, 1950, if then. Under present Jaw 
the tax for old-age insurance advance 
automatically on that date from 1 per 
cent each on employer and employe to ]% 
per cent on each. Congress may yet block 
that increase, as in past years. Mr. Tr. 
man wanted to advance the rate to ]4 
per cent July 1, 1949, then to 2 per cent 
on Jan. 1, 1950. Action is to be delayed 
at least until 1950 on Mr. Truman’s pro- 
gram to broaden old-age coverage and to 
set up new social programs, including 
health and disability insurance. 

Tax changes on a broad scale will 
stand a good chance of becoming law in 
1950, especially if business troubles con. 
tinue. Emphasis is likely to be on easing 
tax rules rather than on direct reductions 
in rates. Nevertheless, many groups, in- 
cluding both individuals and business tax. 
payers, probably will be affected. 

Stockholders, for example, are getting 
attention in advance planning. Com- 
plaints are widespread that’ corporate 
earnings are taxed twice—once when 
earned by the corporation, and again 
when paid out to the stockholder in the 
form of dividends. There is growing sup- 
port in Congress for a plan to give the 
stockholder credit, on his dividend in- 
come, for part of the taxes paid by the 
corporation. Idea is to encourage higher 
dividend payments, without resorting to 
an undistributed-profits tax. Many think 
this would give the stock market a boost. 

Capital gains probably will continue 
under present tax rates and rules. Rate 
now is a maximum of 25 per cent on 
profits from sales of assets held longer 
than six months. Regular income rates 
apply to short-term gains, The tax allow- 
ance for capital losses may be liberalized. 

Business concerns, too, may get the 
benefit of more liberal tax rules. For one 
thing, there is strong support for letting 
businesses write off the cost of plant 
and equipment more rapidly. Many think 
this would give a lift to business expan- 
sion and improvement programs. Aver- 
aging of business earnings over a longer 
period, to offset bad years against good 
years for tax purposes, probably will be 
voted with any general revision of tax 
laws. Section 102 of the Internal Revenue 
Code may be modified. This Section puts 
penalty taxes on corporations that hold 
back from stockholders excessive propor- 
tions of profits. 

High taxes by prewar standards, how- 
ever, are here to stay. For years yet, the 
Government probably will need at least 
$35,000,000,000 to $40,000,000,000 a 
year to balance the budget and retire a 
little debt. That limits tax cutting. Re 
ductions, when they come, will be highly 
selective. But the tax trend hereafter, 


quite clearly, will be downward. How 


soon reductions will start remains to be 
seen. 
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Congress, reading mail from 
home, finds a mood of caution 
taking hold all over the country. 

Letter writers say: Cut the cost 
of Government. Avoid tax boosts. 
Do nothing to unsettle business, 
which already is having troubles. 

Pressure mail is discounted. 
But Congressmen heed letters 
from friends. These letters, on the 
conservative side now, are slow- 
ing the Truman program. 

If Congress is right in its size-up of 
the country’s mood, people at this time 
want to go slow with new experiments. 
They want to avoid tax increases, to 
practice economy, to avoid doing 
things that might make business worse. 

The country’s mood, in other words, 


is one of caution. It is interpreted by a 
majority of Congress as a rather conser- 








vative mood, not a radical one. That pub- 
lic attitude, in turn, is being reflected in 
the slow-motion treatment given by Con- 
gress to the “Fair Deal” program asked 
by President Truman. 

Mail flowing in to Senators and Repre- 
sentatives shows clearly the careful, go- 
sow attitude of the country. With busi- 
nessmen trimming sails, pay rolls tending 
down, jobs harder to find, people are 
absorbed in personal problems. The bulk 
of congressional mail is smaller than it 
usually is at this stage of a session. 

The pattern of the mail that does 
come in shows economy to be the No. 1 
topic. Protests against a tax increase held 
the top spot until recently. Mail inspired 
by pressure groups—always easily iden- 
tified—is at a low point. Such pressures 
as there are, for and against various in- 
dividual pieces of legislation, are tending 
to cancel themselves out, even on such 
measures as Taft-Hartley repeal, public 
housing, the farm plan, minimum wages 
and health insurance. 

Economy. The biggest pressure upon 
Congress now, as evidenced by the mail, 
is for economy in Government. Letters 
are streaming in by the thousands from 
small manufacturers, “retailers and busi- 
nessmen. And these are men of the sort 
to whom the average member listens 
most carefully. 

Members of the Senate and House 
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CONGRESS TOLD TO BE CAUTIOUS 


Home Folks Want Government to Economize 


Appropriations, Finance and Ways and 
Means committees get batches of these 
letters, every day. Especially do the ap- 
peals pour in upon the chairmen and key 
Democratic members of the committees. 
Senator Walter F. George, head of the 
Senate Finance Committee, Senator Ken- 
neth McKellar, chairman of the Senate 
Appropriations Committee, and Repre- 
sentative Clarence Cannon, chairman of 


Taxes. The tax letters are closely re- 
lated to those urging economy. Now that 
tax legislation is fading as a 1949 pros- 
pect, the mail opposing a tax increase is 
less bulky than it was. People now are 
urging a cut in spending to make tax 
reduction possible. 

Some members see what seems to be 
a mild campaign to get some of the ex- 
cise taxes repealed. Individual citizens 





—Harris & Ewing 


‘DEAR SENATOR‘’— 
Letters from friends get the most attention 


the House Appropriations Committee, 
get several hundred letters a day urging 
that there be no increase in taxes, and 
less spending. 

On the House side, members from 
Illinois, Michigan, Kansas, South Dakota, 
Massachusetts, Pennsylvania, California 
and Minnesota report that mail demand- 
ing governmental economy is outrunning 
all other types. Many of these letters urge 
enactment of the reorganization pro- 
posals of the Hoover Commissivu as a 
means of achieving economy. Some sug- 
gest less spending for foreign aid. Mem- 
bers say the letters come from personal 
friends as well as from farmers, business- 
men and organized economy groups. 


write in complaining about the tax on a 
railroad ticket, a telephone call, a suit- 
case, or cosmetics. The same type of mail 
has been coming in for about a year. In 
addition, the usual amount of pressure 
mail against excise taxes is being re- 
ceived. 

Housing. Much of the congressional 
mail opposes public housing. A great 
deal of this is classified by members as 
pressure mail, inspired by agencies in- 
terested in private housing. Many letters, 
too, come in from voters who favor slum 
clearance but oppose Government en- 
trance into the building business. 

In spite of the organized campaign 
against public housing, however, Con- 
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Harris & Ewing 
MAIL FOR SENATOR McKELLAR 
No. 1 source: businessmen 


gress is not getting any deluge of mail 
on the housing issue. 

The farm subsidy plan has drawn 
little mail from farmers up to now. Mem- 
bers attribute this to the fact that this is 
the busy season for farmers and they do 
not take time out to write letters to Wash- 
ington. Some say many farmers do not 
yet have a clear understanding of the 
plan. 

The Administration still is busy explain- 
ing what the farm subsidy plan would 
mean to individual farmers. On the other 
side, labor organizations are explaining 
the idea to their members. One Congress- 
man reported that a group of livestock 
men in his district wrote to him that they 
opposed it. Other members have sent out 
copies of the bill but have not yet heard 
how their farmer constituents feel about 
a 

Health insurance is drawing steady 
opposition in letters that usually refer to 
it as “socialized medicine.” The letters 
come both from pressure groups and from 
individuals. In spite of the campaign of 
the American Medical Association against 
the plan, the amount of mail does not 
bulk large. 

Members say they get a few letters on 
the subject every day or so, with more 
letters against the plan than for it. 

Labor. Surprisingly few letters are 
coming into the Capitol on labor legisla- 
tion. On this subject, much of the work 
is being done on the ground by repre- 
sentatives of labor organizations and 
spokesmen for business. The House ac- 
tion, sending a modified Taft-Hartley bill 
back to committee, seemed to shut off the 
flow of letters. 

Before this action was taken, however, 
piles of messages were coming in. They 
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began with petitions and telegrams. Then 
came post cards. Next came printed let- 
ters. Now some members are getting 
letters written on lined tablet paper, 
sometimes in pencil. Often the letter is 
in the handwriting of one person and the 
signature in that of another. The mail is 
both for and against repeal of the Taft- 
Hartley measure. 

The stream of mail that was directed 
to the House now is being shifted to the 
Senate as the labor measure approaches 
the floor there. 

Veterans’ pensions are drawing a 
considerable amount of mail from in- 
dividual veterans and from veterans’ or- 
ganizations. Much of the mail at this time 
favors a veterans’ pension. 

Many younger veterans of the second 
World War who have not been so suc- 
cessful are writing to their Congressmen 


—International 
SENATOR IVES LOOKS IT OVER 
No. 1 attitude: caution 


to ask that the Government give them 
more help. One Senator says they write 
as if they were asking for their rights, 
not as if asking for a favor. 

Also, some schools that got allowances 
for veterans in the student body now are 
asking for money from the Government 
for nonveteran students. Many of the re- 
turned soldiers have finished their educa- 
tion, and enrollment is dropping in the 
vocational or special-training schools. 

Social Security. Curiously enough, the 
exhaustive hearings in the House Ways 
and Means Committee on plans to broad- 
en the coverage of the Social Security Act 
have failed to generate much mail. It 
remains at a trickle, and is fairly even- 
ly divided between those for and those 


against. There is nothing like the pres- 


sures that were developed for the Town- 
send Plan 15 years ago. 


The present mail takes two gengp 
lines: one for broader and better Sogi 
Security coverage, and the other oppg 
ing the new taxes that would be need@ 
to finance more Social Security benefif 

The national mood is reflected 
the congressional mail basket. But, in 
main, the Congressman does not dra 
his conclusions from the bundles % 
mail that are coming in from strange 
Many of these letters might as well] 
stamped “pressure mail.” They g 
plainly identified as such by congrep 
sional secretaries. 4 

Labor, business, the churches and 
schools have overorganized the mag 
Members find that they cannot meagq 
the mood of their district by the numb 
of letters they get for or against legj 
tion. Pressure groups used to send pé@ 
tions. Then they were told that lettg 
cards and telegrams were more effect 
And this method of trying to influeg 
congressional votes has been overwork 
The tip-off on most of these letters @ 
cards is glib reference by the writers) 
the Senate or House code number on 
legislation involved. : 

Since the mail inspired by press 
groups is not regarded as trustwo 
many members keep branch offices 
the home districts with staff memberg 
inform them of how the voters feel, 
members have friends back home ff 
whom they get a stream of informatif 
And many of the letters that come i 
their mail baskets are from people wh 
they know in person, or by reputati 

It is upon these that they rely. 
these persons+more than the volume 
the mail—are the ones who now 
cautioning members of Congress to 
slowly with any new experimentationg 


—Harris & Ewing 
SENATOR DOWNEY’S REPLIES 
No. 1 topic: economy 
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PONTIAC 


THE MOST BEAUTIFUL THING ON WHEELS 


Grandest Way 


PONTIAC 


lo Go Paces / 











Even in a family of thoroughbreds, certain indi- 
viduals are bound to stand out. 

That’s the way it is with the two 1949 Pontiacs 
illustrated here—the Station Wagon and the Con- 
vertible. Like all Pontiacs they are superb performers, 
they are thoroughly dependable month after month 
and they are built to be truly economical always. 

But they are something more, too. 


The new Station Wagon, for example, is at once the 
most useful and the most stylish car of its kind you 


MOTOR DIVISION of 


could own. It’s the perfect travel cgmpanion wherever 
you find fun—in camp, at the beach or just rolling the 
open road. And it’s far the most convenient car for 
daily shopping and the inevitable school runs. 

As for the Pontiac Convertible—it has already 
captured the hearts of America for its brilliant beauty 
and dashing grace. 

Drive either one of them—or both of them—it 


won’t be more than a mile or two later that you will 
agree: There was never a grander way to go places! 


GENERAL MOTORS CORPORATION 
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Strategically Located to Serve 
A Variety of New Businesses... 


Diversification of natural and man made resources 
is one of the major industrial advantages of the pro- 
ductive Piedmont and Midland Section of The Land of 
Plenty.* Here, industries include tobacco processing, 
lumber, pulpwood, furniture, veneers, shoes, textiles, 
machinery, fruit, vegetable and milk processing, ferti- 
lizer, feed, radio and radar equipment —and many 
other types of manufacture, which have found in this 
section those resources and the strategic location 
essential to satisfactory production. 

If you’d like to know exactly what the great Pied- 
mont and Midland Section has to offer your industry, 
write today to the Industrial and Agricultural Depart- 
ment, Drawer U-206, Norfolk and Western Railway, 
Roanoke, Va. Our plant location specialists maintain 
complete files on the Piedmont and Midland Section — 
and every other section in the Land of Plenty. 
Their service is yours, in confidence, and 
without obligation. 


otfotk... Wester. 


* The Land of Pienty — the six great states served by 
the Norfolk and Western — Virginia, West Virginia, 
Ohio, North Carolina, Kentucky and Maryland. 
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RECESSION FOR TAX COLLECTORS 


Revenue Drop Forces Thrift or More Debt 


Slowdown in business, plus 
last year's tax cuts, is hitting 
Government's income. Drop in 
tax revenue shows the decline. 

Excise tax payments are off, 
reflecting lighter demand for 
many luxuries. 

Lower earnings of individuals, 
now taxed less heavily, are put- 
ting Government's income $3,- 
000,000,000 behind last year. 


Income of Government, like income 
of individuals and corporations, is 
slipping lower. This trend is a measure 
of the decline going on in business. 

Just what is happening is made evi- 
dent from day to day in reports of U. S. 
Treasury receipts. Less tax money is be- 
ing withheld from wages and salaries of 
workers. Other individuals, whose taxes 
are not withheld, are paying less than 
they did last year. Excise tax receipts 
and customs revénues are down. 

The decrease in Government reve- 
nue is pictured in the Covergram. Money 
flowing to the Government since the 
beginning of the present calendar year 
declined more than $3,000,000,000 com- 
pared with a year ago. From $18,800,- 
000,000 in the first five months of 1948, 
net receipts of the Treasury dropped to 
$15,400,000,000 in the corresponding 
months of 1949. 

Part of the decline in money income 
of Government is due to the new tax law, 
which lowered income taxes, Withhold- 
ing taxes, later reduced, were at the old 
rate during the first five months of 1948. 
This year, not only was the lower rate in 
effect, but refunds were about $700,- 
000,000 larger than before. 

Even after allowing for these special 
circumstances, however, tax receipts over 
the five-month period were substantially 
less than in previous years. 

Income‘ tax withheld from wages 
and salaries is undergoing a steady de- 
cline. This tax is collected from earnings 
of about 40,000,000 employes, and must 
be deposited by employers on or before 
the 15th day of the month following that 
of collection. Thus it provides a depend- 
able index of workers’ current income. 

The total withheld in the first five 
months of 1949 was $900,000,000 less 
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than in the corresponding period last 
year. Much of this drop was due to the 
change in the tax law. But receipts of tax 
money withheld are running below those 
of the last half of 1948 also, when the 
new law was in effect. After allowing 
for seasonal differences, tax withheld in 
the current quarter is about 5 per cent 
under the rate of that earlier period, and 
the drop is increasing as the year wears 
on. This measures the extent to which 
pay rolls are contracting in the business 
readjustment now under way. 





PRESIDENT TRUMAN WITH SECRETARY SNYDER 


period a year ago. That represents a 
drop of 2.6 per cent. Since rates have 
not changed, most of that drop reflects 
the smaller demand and lower prices for 
luxuries. 

Revenue from nontax sources also is 
down. Sales of surplus property were 
only about $200,000,000 through May 
of 1949, compared with $600,000,000 a 
year ago and more than $1,000,000,000 
in the same period of 1947. 

Receipts from employment _ taxes, 
mainly for social security, are running 





Government, like business, has money troubles 


Taxes on other income have been 
running about 10 per cent below a year 
ago. This category includes receipts from 
corporation taxes and from individuals’ 
tax payments where taxes could not be 
withheld. 

Monthly reports of the Treasury in- 
dicate that tax collections from corpora- 
tions on 1948 earnings are up about 5 per 
cent, compared with the same months a 
year ago. That increase is more than off- 
set by a 17 per cent drop in taxes paid 
direct by individuals. Furthermore, esti- 
mates of 1949 income by individuals, 
though not published by the Treasury, 
are said to show sharp declines from 
last year. 

Excise taxes and other internal 
revenue, together with customs receipts; 
were $90,000,000 less in the five-month 
period of 1949 than in the corresponding 


slightly above the rate of last year. But, 
because of a lag in collections, this in- 
crease reflects pay rolls of the quarter 
ending with March. The recent decline 
in wages and salaries will not show up 
in tax collections until later. 

Effect of the drop in tax receipts is 
to create new troubles for the Govern- 
ment as it tries to make both ends meet. 
The deficit for the year ending June 30 
will be at least $1,500,000,000. The out- 
look is that, if business continues to taper 
off, tax receipts will continue to shrink 
just when expenditures are rising. Thus 
a serious dilemma is confronting Presi- 
dent Truman, Secretary of the Treasury 
John W. Snyder, and the tax and appro- 
priation committees of Congress. Since 
a tax increase is not in prospect, the de- 
cision will be whether to cut expendi- 
tures or to allow the deficit to grow. 
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FEWER MARRIAGES: 
Symptom of Business Slowdown? 
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ARRIAGES ARE DECLINING in number for the third year 
M in a row. This means a lower demand during 1949 
for wedding presents, housing, furniture, other goods and 
services accompanying formation of new families. 

Fewer marriages also indicate a further slowdown in 
population growth, already declining from the postwar 
peak. The birth rate generally falls, in peacetime, after 
marriages decline. A lower birth rate will, in turn, influ- 
ence the course of demand for industry’s products in 
many decades to come. 

The present trend in marriages is itself due to a down- 
turn in marriages that began in 1926 and continued, except 


18 . 


for a slight rise in 1929, through 1932. During 1932, at the 
bottom of the depression, there were fewer than 1,000,000 
marriages in the U.S. for the first time since 1911. The 
birth rate sank to the lowest on record. 

The result of this earlier marriage slowdown is be- 
ginning to show up now. Because of the drop in births 
with the last big marriage decline, the number of men 
and women reaching marriage age now is shrinking. This, 
rather than business developments, apparently is the major 
cause of the marriage downturn to date. 

The Pictogram shows what is happening. A marriage 
boom actually started in 1940 and continued right through 
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the war except in 1943 and 1944. In 1946, with demobili- 
zation, 2,291,000 marriages took place, an all-time high. 
Marriages declined in 1947 and 1948. In 1949, estimates 
point to a marriage total of 1,600,000, near the 1940 level. 

The record-breaking number of marriages from 1940 
through 1947 was due in large part to the presence of 
more men and women between the ages of 18 and 25 than 
at any previous time in U.S. history. Most men marry 
between 20 and 25; most women between 18 and 23. A 
great increase in this age group coincided with a war and 
an economic boom. The marriage rise resulted. 

The decline now under way in numbers within the 
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18-to-25 age group is expected to continue until 1956. By 
that year this age group will be about 12 per cent smaller 
than in 1947. The upshot is a prospect for a continued 
decline in marriages during the next seven years. 

After 1956, marriages are expected to rise again. By 
the middle 60s, “war babies” of 1946, 1947 and 1948 will 
be reaching marriage age. About 10,546,000 were born in 
the three years. By 1966 the number between 18 and 25 
years of age will be 14 per cent larger than in 1947. A big 
marriage increase can be expected then. 

Regardless of the cause, a turn in the rate of marriages 
is an important signal for business to heed. 
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Is U.S. to Have Three Air Forces? 
Worried Army Wants Own Support Planes 


Air support for ground troops 
is by-passed in new emphasis on 
big bombers. Army, geared to air 
support, is caught short. 

Planners are curtailing troop 
carriers, supply planes, fighters 
at a time when Russia is building 
up a tactical air force. 

As things stand, the Army 
faces a prospect of being trapped 
on the ground if strategic bomb- 
ing fails in a future war. 


A big chink in this country’s defense 
armor is beginning to disturb military 
planners. The point of great weakness 
is the absence of an effective air arm 
for support of the U.S. Army. 

Defense planning is being centered 
around the idea that big bombers can win 
a war against Russia, Air Force, shifting 
its emphasis to strategic bombing, plans 
to build its strength around the long- 
range B-36. Army, shorn of its own air 
forces, but with ideas about becoming 
air-borne and air-supported, is losing the 
means to implement those ideas. 

Russia, in her military planning, is 
placing great emphasis upon air-borne 
ground forces and upon aircraft for direct 
support of ground forces, not upon big 
bombers. Russia’s tactical air force is 
estimated at 14,000 planes. Hitler con- 
quered most of Europe by use of strong 
air support for ground operations, with 
complete air superiority over battle areas. 
The Allied armies then reconquered the 
Continent in the same way. 

While Russia is building up her air- 
support strength on the basis of this les- 
son of how to overrun Europe, U.S. is 
preparing to wage any future war chiefly 
by long-range bombing. At the same time, 
top-ranking commanders of both Army 
and Air Force in U. S. are saying publicly 
that bombing alone cannot win a war. 

It is this apparent conflict in defense 
planning that disturbs Army planners. 
They are beginning to think in terms of 
need for a tactical air force under Army 
control. 

What is happening is that the Air 
Force—favored by Congress and the pub- 
lic as the new first line of U. S. defense— 
is putting most of its eggs in a big-bomber 
basket. Air Force strategists, who con- 
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trol all tactical planes used for Army sup- 
port, are greatly reducing the number of 
those planes in order to increase the 
strength in heavy bombers and still re- 
main under the expected budget ceiling. 
Result is this: 

Troop-carrier planes, which num- 
bered 624 a year ago, are down to 384 
and are scheduled to be cut back further 
to 240 aircraft available to the Army. 
This is enough planes to carry only a 
fraction of one division’s men and equip- 
ment. Therefore, it will not support the 
Army’s present air-borne strength of 
two divisions—the 82d Airborne at Fort 
Knox, Ky., and the 11th Airborne, now 
returning from Japan to Camp Campbell, 
Ky. And it is far under the requirements 
for a planned expansion of air-transported 
units to twice this strength. 

Fighter planes available for support 
of ground combat operations, meanwhile, 
are scheduled to be cut further by July 
1 from 1,800 to 1,275 planes. This con- 
trasts with Russian fighter strength of at 
least 5,000 jet planes alone. 

Light bombers, for “softening up” 
enemy ground defenses, already have 
been reduced from 144 to 96 aircraft. 
That strength now is to be cut in half, 
to only one group of 48 planes. Number 
of heavy bombers, at the same time, is 
to be quadrupled. 

Tactical reconnaissance planes, 
which were to have been increased by 





AIR-BORNE TROOPS 
Will some be grounded? 


several groups for Army intelligence use 
now are to remain at one group of } 
planes. This compares with an increag 
of from four to six groups in bombe 
reconnaissance planes, reconverted B-36; 
and B-29s to scout for long-range bom) 
raids, 

That trend, away from air units tha 
support ground-force operations anf 
toward air units for long-range bomb 
ing, is not being challenged publicly 
by Army officials, accustomed to work 
ing closely with the Air Force, By 
the implications of that trend are wom. 
ing both ground-unit commanders and 
ranking officers in the Army’s planning 
staff, 

What it means, in the opinion of 
Army planning officers, is this: 

If bombing alone fails to win in case 
of another war, then U.S. ground forces 
are to find themselves greatly hand 
capped by the lack of air support, sacr- 
ficed to build a superforce of bomber. 
This, in a modern war, could mea 
quick defeat on land. In a war with 
Russia, it could result in a costly stale 
mate, with Europe lost in the first round 
and another invasion of the Continent 
necessary after years of building up a 
other air-ground team. This view 
expressed by Gen. Omar Bradley, Amy 
Chief of Staff, 

Importance of air support, actually, i 
being stressed by Army planners toa 
degree never reached in wartime. In cu 
rent maneuvers, and in Army tactic 
schools, it is assumed that no major 
problem of tactics can be solved without 
supporting planes in vast numbers to 
keep air superiority in the attack area, 
to knock out enemy installations, to 
supply and transport troops to strategic 
points of attack. 

On this assumption, goal of all Amy 
planning since war’s end has been 3 
lightly equipped ground Army capable d 
being transported entirely by air, sup 
plied in battle areas by plane, am 
supported by dozens of fast fighter and 
light-bomber groups. Heavy ground-fore 
equipment is being redesigned to this ent, 
medium artillery is gradually being 
placed by light rocket guns, and evel 
tanks are being redesigned with a 25-ta 
air-borne weapon in mind. 

Minimum goal of Army planning # 
this time is an air-transported task fort 
of four standard divisions, plus suppot 
ing engineer, artillery, antiaircraft and te 


* connaissance units. This basic force could 
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... a cutback in the infantry’s air support has the Army disturbed 


be set up now, except for the lack of 
planes and light tanks. To move such a 
force by air a distance of only two or 
three hundred miles, for example, would 
require the full capacity of the Berlin 
“air lift” for six weeks, even without 
carrying the base units and storage depots 
that can be transported by land and sea. 

What the Army wants in support 
planes, if such a minimum force of four 
divisions is to be set up, is this: 

In big transport planes the size of 
the Douglas C-124, which can carry 224 
men with their equipment, need is for 
624 aircraft. That’s 156 big transports 
for each division, to be used solely for 
carrying equipment such as tanks or 
self-propelled guns that are too large to 
be carried in other planes. No planes of 
this size are available to the Army now. 

In total transport planes, troop and 
equipment carriers with an average ca- 
pacity of 20 tons each, requirement for 
transporting the four-division force at 
one time is 9,550 planes. This assumes 
a substitution of light weapons for heavy 
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ground-force equipment and a 15 per 
cent cut in authorized man power of 
units to be carried by air. 

In practice, units and supplies could 
be shuttled to the combat area in more 
than one load, so that 2,000 to 3,000 
planes could do the job. A pool of 6,000 
aircraft, the experts believe, is needed 
to keep several operations of this size 
going in widely scattered areas. 

In fighter planes and light bombers, 
need will depend on the amount of op- 
position this ground force may expect 
from the air. For example, about 14,500 
sorties were flown by such aircraft in 
support of the Normandy D-Day inva- 
sion, while only 1,200 sorties were re- 
quired on D Day at Anzio. A pool of 
5,000 to 10,000 of these planes is esti- 
mated by one official as the minimum 
Army need, 

Chances of the Army’s getting the 
support planes it wants, however, are 
growing more and more remote. Trend 
of Air Force thinking is the other way. 
An indication of that trend appears in 


the latest Air University Quarterly Re- 
view, in which Col. William H. Wise 
states: “. . . peacetime maintenance of a 
specialized tactical air arm at the ex- 
pense of the strength and effectiveness 
of the decisive air echelons is unwar- 
ranted. The soundness of this concept is 
already widely recognized in the Air 
Force ” Big bombers, not ground- 
support planes, are getting the official 
nod, 

Result is that the Army, worried 
about a growing weakness in its part of 
the defense job, is tending to become 
less enthusiastic about the Air Force’s 
big B-36 program, and is beginning to 
think seriously about asking for an air 
force of its own. Ultimate outcome, thus, 
could be the creation of yet another air 
arm in the U.S. defense setup, for a 
total of three—the U.S. Air Force to 
handle strategic bombing, the Navy air 
arm to combat submarines and support 
amphibious landings, and a_ revived 
Army air force for tactical support of 
ground operations, 
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BIG SOVIET: STRONGER AMERICA 


Reported from PARIS and WASHINGTON 


Stalin, looking things over, 
finds his Russia a poor match 
against the West. He has lots of 
land, people, little else. 

Russian industry is weak. 
Transport is creaky, labor ineffi- 
cient. Living standards stay low, 
despite five-year plans. 

Trade with the West, a shot of 
U.S. dollars are wanted to bol- 
ster Moscow. Acting tough didn’t 
get them, so peace talk is given 
a trial run. 


ABC’s of Russia, her strength and 
her weaknesses, are important at this 
stage in order to understand why Rus- 
sians are trying to deal again with the 
West. 

Simple facts about Russia reveal that 
she needs things that only the outside 
world can supply. Russia is strong in 
man power and in square miles of terri- 
tory, but weak compared to the U. S. in 
nearly all else. To break the bottlenecks 
now limiting Russia’s drive to industrial 
power, the Soviet Union must look west. 

The idea that Russia is immensely 
strong as a nation has tended to domi- 
nate much U.S. thinking. Now, how- 
ever, diplomats at Paris and officials in 
Washington are paying more attention 
to everyday facts in appraising Russia’s 
real strength. What shows up is en- 
couraging to the U.S. at this stage. 

At first glance, Russia appears a 
formidable competitor for the U.S. 

People, for example, are abundant in 
Russia. Population is close to 200,000,- 
000 against about 148,000,000 in the 
U.S. 

Square miles of territory in U.S.S.R. 
make U. S. look small. The Soviet Union 
has 8,708,000 square miles of territory 
to the 3,022,000 in the U.S. (See map 
opposite. ) 

Iron ore in the ground in Russia is 
about twice the amount of U. S. reserves. 
Russia has plenty of high-grade man- 
ganese and bauxite ore, scarce in the 
U.S. 

Coal and petroleum reserves still 
underground in Russia are large, too, but 
only one third as large as probable U. S. 
reserves. 
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Looking closer at the facts, Russia 
turns out to be weaker than the map and 
the population figures suggest — much 
weaker, in fact, than the U. S. 

Machinery to match U.S. machinery 
in quality or in quantity is lacking. 

Skilled labor is short, too. Most Rus- 
sians are untrained farm workers. Non- 
agricultural workers in Russia total only 
33,600,000, as compared to a 1948 aver- 
age of about 51,000,000 in the U. S. 

Soviet planners are out to expand 
Russian industry at all costs. But, to sup- 
port even the existing industrial popula- 
tion, Russia is forced to concentrate much 
of its energy on the farms. 

Food production in Russia is beset 
by troubles not evident on the surface. 
But a few facts tell much of the story. 

Arable land in the Soviet Union, a 
nation almost three times as large as the 
U.S., is about 600,000,000 acres, com- 
pared to 500,000,000 acres in the U.S. 
Much of the Soviet area is swampy 
tundra, frozen wastes and desert. 

Cattle total 52,000,000 head in Rus- 
sia, while the U. S. has 78,600,000 head. 

Hog population of Russia is 13,400,- 
000. There are 55,000,000 hogs in U. S. 

Tractors now in use on Russian farms 
total 400,000. American farmers use 
3,114,596 tractors. 

Horses on Russian farms number 
12,000,000, compared to 6,607,000 on 
American farms. A bushel of Russian 
wheat represents much more human 
labor than a bushel of U.S. wheat. And 
distribution of food is a greater problem 
in Russia. 

Transportation is a basic Russian 
weakness. To knit their great country to- 
gether as a match for the U.S., the Rus- 
sians would need greater networks of 
railroads, highways and air lines than 
those in the U.S. These are lacking. 

Railroad mileage in Russia totals 
70,000 miles, less than a third of the 
length of U. S. railways. Russian railways 
are in poor repair; much of the equip- 
ment needs replacement. 

Locomotives produced in Russia last 
year totaled 890, not enough for replace- 
ment’ of worn-out locomotives. In the 
same year the U.S. produced 1,487 
locomotives. 

Freight cars built in Russia in 1948 
numbered 39,200, while the U.S. put 
102,737 new freight cars in service. 

Roads in Russia add up to 481,000 
miles. Only about half are hard-surfaced 
roads, and even the best of these do not 


compare with the majority of the U.§, 
roads, which add up to 3,010,000 miles, 

Motor vehicles in Russia, both trucks 
and passenger cars, total 760,000. The 
U.S. has nearly 38,000,000 trucks and 
passenger Cars. 

Air-line routes in Russia, stretching 
the length and breadth of a vast country, 
total 110,000 miles. U.S. air lines pro- 
vide service on 95,500 miles of routes, 

Air passengers carried on Russian 
air lines last year totaled 305,000. In the 
U.S. in the same period the air lines 
carried 12,749,733 passengers. 

Transport, as a result, is a major 
bottleneck for Russian industry. In addi- 
tion, Russian executives have trouble 
just keeping in touch with one another. 

Communications in Russia are far 
below U.S. standards. 

Letters are frequently lost and often 
delayed. Mail from Moscow to Odessa, 
for example, takes about 20 times as long 
as mail from New York to Chicago, a 
comparable distance. 

Telegrams transmitted inside Russia 
in 1946 totaled 175,000,000, as com- 
pared to 220,000,000 transmitted within 
the U.S. 

Telephones, widely used in Moscow 
and Leningrad, are few outside the large 
cities of Russia. There are only 1,500,000 
in the Soviet Union, while the U. S. has 
nearly 35,000,000. 

Delay in communications and trans- 
port adds to the burden of an economy 
hard hit by war. Invasion and the de- 
struction of war wiped out about one 
quarter of all property in Russia. 

Industrial output in Russia, as a re- 
sult, still is 6 per cent below the levels 
of 1940, while production in the U.§$. 
is about 54 per cent above U.S. levels 
for the same year. And Russia stil] has 
far to go to reach U. S. industrial power. 

Steel produced in Russia last year 
was only 23 per cent of U.S. output. 

Coal mined in 1948 was only 31 per 
cent of the amount mined in the U. S. 

Oil pumped out of the ground in Rus- 
sia is only about 10 per cent of the oil 
drawn from U. S. wells. 

Electric-power production in Russia 
is about one fifth of U.S. output. 

Trucks and automobiles made in the 
U.S. outnumber those made in Russia 
80 to one. 

In addition, U. S. production is geared 
to consumer needs while the Russian 
consumer stands at the end of the dis- 


‘ tribution line, getting what is left after 
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the planners take what they want for 

industrial expansion, 

Standard of living in Russia, as a 
result, remains one of the lowest in the 
world. It is higher than the Chinese 
standard, but lower than the standards of 
the Balkans, lower by far than those of 
Western Europe or of the Americas. 

Housing, always bad in Russia, is a 
major problem. The average Russian to- 
day may have as much as 65 square feet 
of housing as compared to 280 square 
feet for each American. In Russian cities, 
housing space is down below 40 square 
feet per person. In the country, many 
Russians live in huts. 

Bathtubs and showers are few in Rus- 
sia and most of those few are shared by 
many families. City dwellers have access 
to public baths. Few country dwellers in 
Russia have running water. 

Daily diet for the average Russian 
consists largely of black bread. Grain 
products are 80 per cent of the Russian’s 
food, but only 14 per cent of the aver- 
age American’s food is made of grain. 

Clothing is hard to get in Russia. An 
industrial worker in Russia must pay a 
sum equal to his total wages for 12 weeks 
to get a new suit. An American worker 
can get a better suit with one week’s pay. 

Radios are a luxury that few Russians 
can afford. In the whole of Russia there 
are only 130 radio stations and 5,500,000 
radio sets. In the U.S. there are 2,713 
radio stations and 75,000,000 radio sets. 

Television in Russia is based on trans- 
mission of 625 lines, as against 525 in the 
U.S., resulting in a clearer picture, post- 
card size, for the Russians, But there are 
only two television transmitters and 15,- 
000 receivers in Russia, as compared to 
60 transmitters and about 800,000 re- 
ceiving sets in operation in the U. S. 

Motion-picture theaters in Russia 
total 768, as compared to 18,765 in the 
U.S. Russia also has 15,000 sound- 
picture projectors, but most of these are 
used for propaganda purposes, not for 
entertainment. 

Medical care, though free for the 
Russian, does not approach U. S. stand- 
ards. In the whole of Russia there are 
only 831,800 hospital beds and 130,300 
doctors. The U.S. has 1,425,222 hos- 
pital beds and 165,000 doctors to take 
care of a smaller population. 

Added up, the simple facts of pres- 
ent-day Russia are helping the diplomats 
at Paris to decide just what Moscow 
wants and how badly Moscow wants it. 
To attain even the production targets set 
for the current five-year plan, the Soviet 
Government needs the kind of help that 
can be obtained only through increased 
trade with the West. This need is turn- 
ing out to be a major objective of Rus- 

sian tactics in negotiations with the West- 
ern powers at Paris. 
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Britain: Victim of Buyers’ Market 


Goods made in Britain are be- 
ing priced out of world markets. 
Other wares get the nod even 
from Britain’s old customers. 

High-cost production is the 
trouble. Workers, fearing unem- 
ployment, resist new techniques, 
modern machinery. 

Sales slump endangers British 
recovery, despite U.S. aid. It may 
force a further cut in Britain’s 
standard of living. 


Britain, despite large-scale aid from 
U. S., is in trouble again. British goods 
are not selling as they should. Prices 
are high in a market where buyers 
are price conscious. Labor is becoming 
restive because wages are not being 
raised. With sales abroad declining 
and costs at home rising, there is grow- 
ing pressure to tinker with money. 

Troubles of Britain, in turn, are be- 
coming a major worry to U.S. If Britain 
is forced to cut the value of her currency 
in an effort to stimulate sales, other coun- 
tries will follow suit. (See page 51.) Then 
could follow a round of devaluation that 
would complicate things in U.S., where 
prices already are under pressure, British 
troubles have a habit of reacting on busi- 
ness in U.S. and Canada. 

What’s wrong with Britain isn’t a 
mystery. The trouble is simply that Brit- 
ish costs and prices are too high for the 
markets of U.S. and Canada. Yet it is 
in those markets that Britain must sell if 
she is to earn the means to pay for more 
of the things she buys. At present, U. S. 
is contributing more than $80,000,000 a 
month to help out Britain, and still the 
British can’t make ends meet in trade. 

A few prices tell the story of why 
British sales are lagging: 

British topcoats, on sale in New York, 
are priced at $45 while American coats 
of the same quality are selling for $32.50. 

Blankets made in Britain are offered in 
Trinidad for $2.85. But the Trinidad 
buyer can get a bigger Canadian blanket, 
of almost identical quality, for $2.36. 

In places where British shirts sell for 
$3.45, wholesale, customers can get a 
better U.S. shirt for $3.20 and a top- 
quality Canadian shirt for $3.41. 
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Reported from LONDON 


Sales of British goods in America have 
really been hard hit in recent weeks, 
and price is often ,the whole trouble. A 
small British automobile, low on power, 
sells in New York for $1,520. For a few 
hundred dollars more a motorist can get 
a standard American car and, by shop- 
ping around, finds it isn’t always neces- 
sary to wait for delivery. The result is 
that British car shipments to the U.S. 
have dropped to 287 a month, only a 
fraction of last year’s rate. 

British woolen hose of high quality 
cost twice what they did before the war 
when sold in U.S. stores, and sales have 
dropped 15 per cent. British sweaters 
are meeting such resistance that some 
mills have pulled out of the U. S. market. 
British linen costs more than Belgian 
linen. 

Goods made in Britain are being 
priced out of world markets. They can’t 
compete with U.S. or Canadian products 
and are beginning to run into competi- 
tion from Germany. 

A comparison of prices made by the 
Chamber of Commerce of Trinidad, a 
British island off the northern coast of 
South America, shows what is going on: 
For example, cotton prints, made in 
America, are better quality than British 
offerings in Trinidad, and are a better 


buy by 10 per cent. U. S. light bulbs cos 
$12 a hundred. The British ask $16.20, 
A washing machine made in Britain 
costs $202.59, but a Canadian maker 
matches it for $131.26. British beer sells 
at $5.19 a case. Most buyers pass it by 
for Canadian beer at $4.32. The same 
price trend is true along the whole list of 
British exports. The Trinidad survey 
picked 67 items and found only 17 cases 
where British prices were lower than U.§, 
High costs. Still, British producers 
cannot get costs down to a point where 
they can compete. High production costs 
show up everywhere in wages, taxes, ob- 
solete plants, high-priced raw materials. 
The Government is now the big buyer 
of raw materials, using a system called 
bulk buying. Just as the war was ending, 
the Government went into the market and 
signed long-term contracts at fixed prices 
to get essential supplies. At the time, the 
Government was praised for assuring a 
supply of key materials. Now it is being 
criticized for saddling British producers 
with bad bargains in a declining market. 
The price of imported raw materials 
rose 4 per cent in the first quarter of this 
year, at a time when, on world markets, 
the same commodities were falling. 
Users of nonferrous metals have been 
paying prices almost 30 per cent higher 
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FOR WORLD MARKETS: BRITISH GOODS 
- « « but the “made in Britain” label is costly - 
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than American manufacturers pay. One 
British maker of automobile accessories 
estimates that his materials this year will 
cost him $2,000,000 more than similar 
materials of American competitors, who 
can buy in free markets. Plants that use 
metals, linseed oil, tallow, wood pulp, 
copra anc! other commodities depend on 
supplies obtained through bulk buying. 

Other costs are up, too. Coal, taken 
over by the, Government, costs $9.25 a 
ton to produce now. It was $7 a ton 
under private ownership. The rates for 
electric power, nationalized -since April, 
1948, are higher. Freight rates were 
boosted 24 per cent just before the Gov- 
ernment took over the railroads last year. 
Steel, due for Government ownership 
next year, recently went up 10 per cent 
under Government pressure. 

Many British plants are antiquated. 
New, modern machinery often is avail- 
able through the Marshall Plan, but 
workers resist its use fearing they will lose 
their jobs. Frequently unions, in accept- 
ing new machinery, insist that it not be 
used to full capacity, so the improvement 
in production is slight. 

At the Austin automobile plant last 
autumn the workers went on a sit-down 
strike to protest the use of modern as- 
sembly-line machinery. They feared that 
the use of the new machines would re- 
duce their piecework and, thus, cut their 
take-home pay. A workman who was sent 
into the plant to demonstrate the new 
machinery was able to complete 360 
operations in an 84-hour day, far above 
output under old methods. 


On the workingman’s side, a go-slow 


WELDER 


. .. two to do the work of one 


JUNE 10, 1949 


attitude is deep-rooted in Britain. Organ- 
ized labor really fears working itself out 
of a job. The unions depend more on 
their political strength to get benefits 
than on productive performance. Many 
resist modern machinery as an enemy. 

“Featherbedding” occurs in many 
forms. For example, whenever an oxyacet- 
ylene welding machine is used, an em- 
ployer must put two men on the job, 
although one could do it. When a plant 
uses a 10-ton unloading device it must 
hire special “observers” in addition to 
the regular operator. The observers, 
under union rules, are to stand by in 
case of emergencies. 

All these things pad pay rolls and add 
to British manufacturing costs, making 
it harder to sell goods at competitive 
prices around the world. 

The wages paid to British industrial 
workers are only about half those paid to 
Americans in similar jobs. But labor costs 
for British plant owners really are high 
because productivity—the amount of work 
turned out per man—in some key indus- 
tries is three times better in the U. S. than 
in Britain. Poor factory designing, sloppy 
programming and frequent interruptions 
in production, all contribute to high costs. 

No easy way out can be found by 
Britain. Instead, the going promises to be- 
come rougher unless Britain is able to find 
ways to get her costs and prices lower for 
goods sold abroad. 

Sir Stafford Cripps, official manager of 
the British economy, may be driven to 
more and more expedients to deal with 
problems that crowd in on him. Those 
problems in months ahead are going to be 











complicated further by revival of com- 
petition from industry in Japan and in 
Germany. Everybody is going to want to 
sell in the markets Britain needs to as- 
sure her future. 

Currency devalution is being urged on 
Sir Stafford as a way to cut prices of 
British goods abroad. Yet, if Britain de- 
values, others can devalue, too. Tinkering 
with currency is being resisted by Brit- 
ain’s managers for the time being. 

Trade shifts are emphasized. Britain 
is trying to buy less in U.S. and Canada, 
more in parts of the world where cur- 
rencies are easier to earn. A big deal has 
just been completed with Argentina. 
Poland and Britain are to increase their 
trade. Britain expects to be forced to do 
more business in Eastern Europe, where 
Russian influence is dominant. 

At home, the British may be forced 
to accept the fact that not all things 
wanted can be afforded. Effort spent on 
housing may have to be shifted to ex- 
port industries. Armament industries may 
need to be cut back to release men and 
materials for production of goods to sell 
abroad. Men and women now employed 
in the vast social-welfare enterprises of 
a Socialist Government might have to be 
shifted into labor that is more productive 
of things Britain can sell. 

Essentially, the British face the need 
for cutting out the frills and for getting 
down to the hard business of competing 
for world markets. Even the austerity 
program of the present is not proving 
enough to solve the problem of costs and 
prices in world markets where buyers 
more and more are calling the tune. 
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HAND WORKER 


» « « are new machines monsters? 
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Job Hunting Shows Uneven 
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Over Country as Business Lags 


Unemployment, growing as business 
activity slacks off, is hitting unevenly 
among the 48 States. Five States already 
are issuing weekly benefit checks to at 
least one out of every 10 workers cov- 
ered by unemployment insurance. Yet 
six other States are giving assistance 
to no more than one out of 40 cov- 
ered workers. 

Altogether, 6.1 per cent of all covered 
U. S. workers are unemployed and draw- 
ing a total of $136,550,000 a month in 
benefits. Spottiness of unemployment is 
revealed by the map, which shows what 
percentage of each State’s insurance-cov- 
ered workers is out of work. 

New England, with more than a tenth 
of all factory workers in the U.S., has a 
severe unemployment problem. Layoffs 
by textile mills are felt in all six New 
England States, which employ nearly a 
fourth of the country’s textile workers. 
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Cutbacks in machinery output have 
affected Massachusetts, Rhode Island, 
Vermont and Connecticut. Jobs have 
dwindled, too, with declines in the leather 
industry in Massachusetts, New Hamp- 
shire and Maine, and in lumber in Maine, 
Vermont and New Hampshire. 

Result is that insured: unemployment 
includes 18.7 per cent of covered work- 
ers in Rhode Island, 13.8 per cent in New 
Hampshire, and 10.7 per cent in the 
region. The regional figure compares with 
about 4 per cent unemployed in New 
England at the postwar reconversion 
peak. The current level, if it prevailed 
generally, would mean 5,500,000 hunt- 
ing jobs in the United States—instead 
of 3,016,000. 

In the Pacific Coast region, too, un- 
employment is widespread. Thousands of 
former employes of the food-processing 
and lumber industries in California, Ore- 
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gon and Washington now are living on 
their State checks while they seek work. 
So are machinery workers in California, 
where 10.7 per cent of all covered work- 
ers are now unemployed and drawing 
a total of more than $24,000,000 a 
month, 

Declines in textiles, lumber and food 
processing also have helped to make Ten- 
nessee the only other State with as much 
as 9 per cent of its covered workers un- 
employed. But there are other States with 
relatively large jobless rolls. Most of these 
are in the East. 

Illinois and Michigan are hit hard by 
declines in machinery, metal fabrication 
and transportation equipment, with auto 
strikes adding to the problem. Declines in 
lumber and food have added to unem- 
ployment in Arkansas, Louisiana, Okla- 
homa, Mississippi, Kentucky and Ala- 
bama. In the Carolinas, the trouble is 
mainly in textiles and lumber. 

Least affected so far are Midwestern 
farm States, where agricultural employ- 
ment is rising. Their turn is to come later, 
barring an upward surge in _ business 
activity generally. 
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Waldemar Retzlaff’ and Billy Strate, as painted from photographs. 


‘Gee thul. SQ honey [ ‘a Billy Strate 


Ten-year-old Billy Strate of New Ulm, Minnesota, admires a steel fishing rod in the store 


of popular hardware dealer Waldemar Retzlaff. New Ulm is in the heart of wonderful fishing country 


and many a boy is making plans for his summer vacation right now. 


That fishing rod of fine steel in Billy’s 
hands is one of more than 10,000 steel- 
made items now stocked in Mr. Retz- 
laff's store. With steel in ample supply 
Mr. Retzlaff is finding it easier to meet 
all the demands of his customers. 
Only 9,500 people live in New 
Ulm, but Mr. Retzlaff draws for his 
trade on a population of 20,000 within 
a radius of 15 miles. With the remodel- 
ing of his store and the addition of a 





new household appliance display de- 
partment, he expects bigger sales this 
year. 

Dealer Retzlaff couldn’t for the life 
of him tell the source of all the steels 
in the thousands of products on his 
shelves. The fact is that a goodly num- 
ber of the country’s 247 steel com- 
panies are competing for the business. 
This competition in steel explains 


why the quality is so high, though 


the price is the lowest of all metals. 

Small town storekeepers like Mr. 
Retzlaff and their suppliers play a big 
role in the life of the country. Together 
they work hard to supply.at a fair price 
and fair profit the needs of the Billy 
Strates and the Father and Mother 
Strates in thousands of communities. 
That is how and why the American 
system serves the people. 


Steel works for EVERYONE 
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the camel 
that broke 
the mans back 


Remember the old story about the mer- 
chant and the camel? It was a cold night, 
and the camel begged to warm his nose— 
only his nose—in the tent. Then what 
happened? Little by little, the camel - 
inched in his shoulders, his front legs— 
until he took over the whole tent. And the 
merchant was out in the cold. 


That’s how government agencies are 
inching their way into the electric busi- 
ness. First, public funds were set aside to 
build dams—for flood control and naviga- 
tion. Then it was argued that the water 
behind the dams could be used to make 
electricity. 

That led to the building of power lines, 
and then to more dams, more lines, and 
so on. Now these same agencies want more 
millions of dollars to build fuel-burning 
power plants—which have nothing to do 
with floods or navigation at all. 


Yes, the camel of State Socialism is 
creeping farther and farther into the tent 
of the electric business. What it is doing 
here it can do in other industries. For when 
a government can enter one business in un- 
fair competition with its own citizens, it is 
but a short step to entering all businesses 
—and eventually taking over all business. 

Like the camel and the tent. What busi- 
ness are you in? This can affect you, too. 
Write your Congressman about it. 


America’s business-managed, tax-paying 


ELECTRIC LIGHT AND POWER COMPANIES* 


*Names on request from this magazine 
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FROM THE CAPITALS OF THE WORLD 


PARIS...-LONDON....-HONG KONG....LA PAZ... 








>> Talks in Paris have gone far enough to show what U.S. and Russia may agree 
on, what they almost certainly will disagree on. As a reasonable proSpect..... 
Berlin blockade probably won't be revived. Worst to expect is Soviet pol- 
icy just short of blockade, just enough to hamper movement in and out of Berlin. 
Currency mess is likely to be cleared up, after much negotiation. 
Divided city, of two governments, stands some chance of giving way to 
unified Berlin, under four-power rule, if way can be found around Soviet veto. 
Peace treaty for Austria is a fair prospect. Negotiators aren't far apart. 
Uncertainty is Soviet willingness to withdraw near-by troops, as treaty asks. 
Boost in East-West trade is most likely prospect of all. Soviet bloc needs 
Western raw materials, machinery if it's to industrialize, develop according to 
plan. Marshall Plan area needs Soviet bloc as source of food, market for finished 
goods. U.S. needs higher East-West trade to reduce Europe's dependence on U.S., 
to reduce bill for Marshall Plan. Both U.S. and Russia now seem to see this. 
U.S.-Soviet deal along these lines is thus a reasonable prospect. 




















>> Disagreement is to be expected, though, on big issues. Big Four will: 
Disagree on who is to run Germany--Western powers, Russia or Germans. 
Disagree over kind of government Germans should be permitted to have. 
Disagree on unifying Germany, on merging West with East Zone. 
Disagree on Russia's desire to have a voice in managing the Ruhr. 
Disagree on Russia's request for $10,000,000,000 in German reparations. 
Disagree on ending occupation, on giving Germany a peace treaty. 
These are issues likely to remain in disagreement indefinitely unless: 

(1) U.S. tires of standing up to Russia, or (2) trouble, weakness force Russia 

to give up her ambitions in Germany. These are possibilities, but not near ones. 


>> It's a nervous time for Britain's Labor Government. Troubles at home are 
piling up. Differences with U.S. on policies at home and abroad are accumulat- 
ing. U.S. postwar investment of $6,337,000,000 in Britain is tending to turn sour. 
Higher wages are demanded by British strikers whose votes elected: Labor. 
Lower prices are urged for food, for clothes, for beer, for cigarettes. 
Lower profits for British business are called for by trade unions. 
Lower taxes for workers are asked despite cost of socialized services. 
More nationalization, despite current losses, is also being urged. 














>> All these pressures come at a bad time. There's an election to be won, 
next spring if not this autumn. Giving in to unions can cost votes; so can not 


giving in. Unbalanced budget is probable if unions have their way. Export 
(over) 
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WORLDGRAM-- (Continued) 





drive, at the same time, is bogging down. Production costs stay high. Belt 
tightening is getting harder to maintain. Abundance, expected by some voters 
when Labor took office in 1945, looks further and further away. Moreovers 
U.S. aid up in the billions doesn't seem to be enough. 
Question whether Britain can make it, after all, is being revived. 
Question of Britain as U.S. dependency, sort of 49th state, stirs again. 
So far, neither U.S. nor British officials seem to have the answers. 


>> Differences between Foreign Minister Ernest Bevin of Britain and Secretary 
of State Dean Acheson of the U.S., at the same time, are showing up. 
Ending war in Greece by peace negotiations seems urgent to Bevin, less so 
to Acheson. Bevin's fear is that fighting will drag on for years, until U.S. 
quits in disgust. Britain's stake in Greece, then, will be gone for good. 
Strengthening Britain in Middle East is another Bevin worry, made worse 
by U.S.-British commercial rivalry, by fact Bevin has made enemies of the Jews 
without winning friendship of the Arabs. AS a result, Acheson prefers to stay 
on the side lines, isn't inclined to support Bevin actively on all his ideas. 
Reviving Japanese trade, as U.S. proposes, gives British exporters chills, 
causes another Bevin-Acheson difference. Bevin wants U.S. to go slow in Japan. 
Dealing with Chinese Communists, on other hand, seems to Bevin the thing to 
do, to save Hong Kong. He wants Acheson to make a quick deal with Communists. 
Differences of this sort between U.S. and Britain are usually well hidden. 
They are likely to burst out into the open as Britain's home troubles mount. 














>> Uproar in Bolivia, costing American lives, was not unexpected in La Paz. 
Election riots early in May were a tip-off. Right-wing politicians, out 

of power, apparently stirred up that trouble. Several lives were lost then. 
Revolutionary plot, next, was allegedly uncovered by the Government. 
Deportation of plotters was the next step. It hit right-wing politicians, 

Army officers, labor leaders, including the head of the mine workers' union. 
That set off the current explosion in the tin mines, involving Americans, 

convincing Government it had to call out the troops, invoke martial law. 











>> What concerns Americans in Bolivia, holds back U.S. investment there, is 
not so much the present disorder as the underlying cause of it. 

Revolutions are an old story in Bolivia. Government has changed hands 12 
times since 1930, often by revolution. Political stability is not to be expected. 

Trouble in tin is an old story, too. Partly it's because many of Bolivia's 
mines are marginal, high cost. Partly it's because the country has a one-crop 
economy, the crop being tin. Food is mostly shipped in, at considerable cost. 

High costs, low wages are common. Wage range is $l to $2.25 a day in mines. 

Low living standards are aggravated by inflation, disease, illiteracy. 

New crisis in tin, moreover, is due June 50, dif new U.S. ‘contract for 
Bolivian tin calls for lower prices, in view of reviving Far Eastern supplies. 

Miners' wages, then, are likely to go still lower, stir more trouble. 

About all the Bolivian Government sees to do is to try to sit on the lid, 
keep the Army on its side if possible, watch for a squeeze play by its major 
opponents, the strong right-wing group and the weaker left-wingers. Long-range 
plans for raising living standards, diversifying economy, can't change things 
fast enough to help any time soon. End to Bolivia's troubles is not in sight. 
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“Were getting your vacation 


off to an early start (” 


“Yes, your ‘two-weeks-with-pay’ starts right here in this 
storage tank... with the oils and fuels it takes to get you 
going by car, train, plane or boat! It’s my job to see that you 
—and millions of others—get all the petroleum products 
you need, D. O. T. ‘Delivery on time’—that’s the way we do 
it in the marketing end of the business. And keeping oil 

on the move is a ’round-the-clock job. The sun gets up long 
after the boys in my crew have unloaded the tank cars 

and put the trucks on the road. 


“Tn this business you’ve got to get up early to get ahead of 
the competition. The oil industry has over 20,000 
independent marketing companies trying to outdo each 
other in delivering petroleum products on time to service 
stations, farms, factories, homes and schools. That kind of 
competition pays off for you—in the fast, dependable service 
you get from your local jobber or distributor. 


“The same brand of rivalry goes on in oil research, 
production, refining, transportation. And it all adds up to 
progress ... progress that means better working, better 
playing, better living and greater convenience for you.” 


Oil Industry Information Committee 
670 Fifth Avenue »« New York 19, N.Y. 


Oil Builds for Americas Future 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 





DANGERS IN RISING DEBT 
AN INTERVIEW WITH W. RANDOLPH BURGESS 


Vice Chairman, The National City Bank of New York 





EDITOR’S NOTE: The size of the public debt 
has occasioned much concern as to when and how 
it will be paid off. 

To discuss this and related problems, W. Ran- 
dolph Burgess, vice chairman of The National 
City Bank of New York, was invited by the edi- 
tors of U.S. News & World Report to come to 
our conference rooms for an interview. Mr. Bur- 
gess has just completed a three-year study of the 


debt and what it means to the economy. He has 
been serving as chairman of the Committee on 
Public Dept Policy, a private group of business- 
men, bankers, insurance executives, educators, etc. 
The Committee’s study has been outlined in a 
new book entitled, “Our National Debt.” 

The interview that follows is one of a series 
with leaders in business, labor, agriculture, and 
national and international affairs. 











Q Do you think the trend toward increasing public 
debt is or is not dangerous, Mr. Burgess? 

A It definitely is. We ought to retire debt any year 
when national income is well up. Today, even with 
some recession in national income, it is still high. 

Q So you think we should be retiring debt now? 

A Yes. But, instead, we are starting to increase debt 
again. Now what is the answer to that? Should we 
increase taxes? That is a foolish thing to do in a busi- 
ness recession. We are taxed too heavily already. 

Q In what way is it dangerous for the Government 
to spend more than its income, and to take up the 
gap by borrowing? 

A It isn’t danger in the usual sense. It doesn’t mean 
that our money is going to be worthless, or that there 
will be some great explosion. The danger is much 
more subtle than that. It’s a long-term danger. It’s 
the danger of oppression of the free spirit of enter- 
prise. Unless the country sets itself to a principle of 
dealing with the debt, there is a long road ahead 
which leads to trouble. It confirms the picture of big 
Government interfering with business at every turn 
and sapping human initiative. It also increases the 
money supply, which as a trend is undesirable, be- 
cause when the economy turns upward again you’ve 
got fuel for a bonfire. 4 

Q Do you mean that, by failing to curb federal 
spending, you encourage people to think the Gov- 
ernment can do anything, regardless of cost? 

A That’s right. Those dangers are all subtle, be- 
cause you don’t see the results. That’s the trouble 
with this debt problem. It’s hard to interest people, 


because there is no calamity right around the corner. 

Q Broadly speaking, this $250,000,000,000 of debt 
is a mortgage on our wealth. Is there any basis on 
which to determine whether that is a high or low mort- 
gage on our wealth? 

A The only basis is to compare it with the total 
mortgage in the old days, when debt consisted large- 
ly of private mortgages, private bonds, etc. In those 
days, the Government mortgage was very small com- 
pared to private mortgage. Today we have $250,000,- 
000,000 of Government mortgage and $230,000,000,- 
000 of private mortgage. That’s very high. Now let’s 
measure it against national income. The total mort- 
gage, public and private, is more than twice the na- 
tional income of about $225,000,000,000. 

Q Does that, in your opinion, require a high price 
level to support? A level comparable to what we have 
now, for instance? 

A You can’t turn the hands of the clock back. 
Maybe prices shouldn’t have gone up as high as they 
did. The fact that they have gone up is unfair to the 
person on a fixed income. Nevertheless, if you try to 
reverse that and put prices down sharply, you are 
going to be unfair to a lot of other people, and you 
are going to make it much harder to carry this 
amount of debt. 

Q By what yardstick should we measure our ability 
to carry the debt—by national income, or by national 
wealth against which the mortgage applies? 

A The national income. In the inflation ‘that took 
place in Germany and France after World War I, the 
thing that protected a person was not his personal 
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Long-term problems for business are feared if debt rises—Proposal is to 


cut federal spending, thus assuring regular reduction in debt—An 


early end to the current business recession is forecast 


wealth, not anything he owned. The thing that pro- 
tected him was his earning power. And that is the 
best thing we have in this country—the national in- 
come, supplied by earning power. 

Q So the problem is to produce income large enough 
to support the debt and retire it over the years? 

A Exactly. There are really two important things 
about handling the debt. One is a proper fiscal pol- 
icy, so that you can handle it well technically, and 
keep retiring it right along. And more important, 
you’ve got to assure policies that permit a dynamic 
economy, which keeps incomes high and rising so 
that we grow up to the debt. 

Q How do you do that? By Government planning? 

A No. By releasing the natural forces of human 
beings, millions of them, all over the country. The 
urge to survive is strong. Given a certain amount of 
freedom, the public will increase its earning power. 
But, to do that, we can’t hobble business by rules 
and restrictions. We can’t stifle enterprise and initia- 
tive by excessive taxation. We can’t pursue policies 
that depress the securities market. We’ve got to let 
the country grow. 


A Solution for Tax Dilemma 


Q You mentioned taxation. The budget is so high 
that you have to tax heavily too— 

A There is the greatest dilemma in the whole debt 
problem. If you tax enough to retire debt, you tax so 
much that you put a weight on enterprise. We need 
to retire debt, but we also need to encourage business. 

Q So what, really, is the answer? 

A The answer is to reduce spending by Govern- 
ment. It can be done. 

Q But Senator O’Mahoney was quoted as saying 
that if you cut Government expenditures you would 
have more people out of work. Do you agree? 

A That doesn’t make sense to me. Government 
spending is wonderful for the man who receives it. It 
creates a feeling of prosperity. But, if we keep on 
shoveling it out to one group, we are taking it away 
from the other fellow. How about releasing the fellow 
who is paying the taxes, and let him spend his own 
money? We are certainly in the area of diminishing 
returns on taxation. 

Q How can Congress, as a practical matter, cut ex- 


penditures enough to balance the budget for the year 
beginning July 1? 

A For one thing, all up and down the line, there 
are far too many people on Government pay rolls. 

Q But wouldn’t savings there be pretty small? 

A I think Mr. Hoover is right in saying that you 
could save $3,000,000,000 to $4,000,000,000 a year. 

Q But not overnight, could you? 

A No, it would take time. But it can be done. Then 
there are military expenditures and foreign-aid costs. 
I believe that we are appropriating too much for for- 
eign aid. A fine job has been done, but from here out 
we would get better results if we were a little tougher, 
and gave a little less money. Then Europe would 
have to face up to the realities. 

Q How much should the appropriation be cut? 

A For aid to Europe, about $1,000,000,000 below 
the first year’s cost of the program. This was the 
original plan, and it should be carried out. As for the 
military budget, that is very difficult for the ordinary 
person to deal with. We all know that there has not 
been complete co-ordination of the different services, 
that the law was inadequate on that point. We must 
give President Truman credit for trying. He put $15,- 
000,000,000 as the top, and held the military to it. But 
Congress went beyond his budget. 

Q Some people think the deficit for the coming 
fiscal year will be $5,000,000,000 or $6,000,000,000. 
Add to that $2,000,000,000 for debt retirement, and 
you get a gap of $7,000,000,000 or $8,000,000,000. Do 
you think we can make up that much of a gap? 

A No, I don’t see how you can get that much. I 
think the deficit won’t run as high as $6,000,000,000. 
Then, too, the cash budget looks a little better than 
the regular budget. Some of the cash collected by the 
Government doesn’t show up as regular budget re- 
ceipts. I think it entirely possible, with économies, 
that you can balance the budget, on a cash basis. 

Q Why do you oppose new taxes as a way of bal- 
ancing the budget? 

A Because a heavier tax, especially during a reces- 
sion, would limit enterprise and initiative. It would 
suppress dynamic forces in the economy. It would 
discourage people. It might prolong the recession. 

Q Because the take of the Government would be 
too high a proportion of the national income? 

(Continued on page 34) 




















A That’s right. Taxes already take too much. In- 
centive is hurt. Why should a person of large income 
do anything more to increase his income when the 
Government takes nearly all the increase? 

Q The wealthy individual isn’t investing much in 
equity markets now, is he? 

A No. The equity market is a good measure of the 
dead weight of taxation on enterprise. 


Why Stocks Don’t Move 


Q Is that the trouble, or is it simply that people 
today are looking for safety for their money? 

A No, I don’t think it is the search for safety. I 
think the stock market is a direct reflection of taxa- 
tion. Who are the people who, in the old days, were 
steady buyers of stocks? They were the officers of 
corporations and banks, the people with substantial 
incomes. Today they don’t have the money to buy 
stocks after paying their taxes and living costs. 

Q Do you mean that we’ve got to perform a major 
operation on our tax system to attain new highs in in- 
dustrial production? 

A Well, if I felt that I would be pretty discouraged, 
because I don’t see how we are going to pull taxes 
down very much now. No, I think that, even with 
our present tax structure and some of the other un- 
certainties, we will go ahead. 

Q The President was asked recently why the very 
class that opposed deficit financing a few years ago 
now favors it. Does that class favor deficit financing? 

A No. The people referred to in that question, as I 
know them, do not favor deficit financing: They want 
reduced spending, not a tax increase or a deficit. 

Q Looking ahead, say 10 years, how much could 
the debt be reduced, as a practical matter, if we went 
at it in an orderly way? 

A It’s probably a good idea for the Congress to set 
a figure on that—say 1 or 1 1/2 per cent of the debt 
per year. We ought to exceed that in times when busi- 
ness is good. 

Q During the war, when the Government was bor- 
rowing so much from the public, why didn’t banks 
and others ask how it was going to be paid back? 

A Those were emergency times. We had to spend 
to win the war. While the mounting debt bothered 
many of us, there was no choice. 

Q Do you think there is any danger in having $55,- 
000,000,000 of our debt in the form of savings bonds, 
which are redeemable on demand? 

A I don’t think that’s serious. There were many 
people who thought that as soon as the war was over 
those bonds would all be redeemed. That didn’t hap- 
pen. People kept on buying. Of course, we haven’t 
been through a great depression. But I think the ex- 
perience we have shows that the people who saved 
money and put it into those bonds are very reluctant 
to redeem them before they mature. 

Q Would it be desirable to get an even larger pro- 
portion of the debt into the form of savings bonds? 

A Yes, I think so. It gives wide distribution, and 


makes more people interested in the Government. It 
gives people a cushion for periods of depression. Also, 
it is enormously important to teach the people of this 
country to save. They are pretty good at it. The 
amount they saved during and since the war has been 
very gratifying. Saving is at the root of our high stand. 
ard of living. Saving means tools. 

Q In one of your statements on debt management, 
you recommended a more flexible interest rate. Why? 

A Largely because the Federal Reserve System and 
the Treasury, with a pegged interest rate, are hobbled 
in their powers of credit control. By using the dis. 
count rate, it used to be that the Federal Reserve 
could put a little check on a rise that was going too 
fast. But that power has been largely taken away g9 
we can have a pegged interest rate. There is a mis. 
conception that the effect of raising interest rates is to 
deter commercial borrowing from banks. That isn’t 
so. The real effect is in the capital market. For a fel. 
low who is borrowing money not for 90 days but for 
40 years, it makes a tremendous difference whether 
he pays 3 or 4 per cent. So changes in interest rates 
are a valuable means of checking a boom. 

Q But isn’t it more difficult to have a flexible inter. 
est rate now when our debt is so large? 

A I think that difficulty has been vastly overem- 
phasized. Government securities are good. They are 
as good as wheat. There is no reason to think the 
banks would close if the price of bonds fluctuated. 

Q Would you let bonds go as low as 90? 

A With a flexible interest rate, I would say they 
ought to be ready to let them go to 90 if the economic 
situation justified it. 

Q Say you let them go to 90. Wouldn’t the owners 
of savings bonds cash them in and buy the marketable 
bonds at the lower price? 

A They aren’t buyers of that kind. Some of them 
might, but not many. The whole reason we put out 
these savings bonds was that they permitted small 
people to help support the Government without the 
danger of price fluctuations. The man who owns sav- 
ings bonds is protected. 


Bond Prices’ Effect on Banks 


Q Would a drop in the prices of securities impait 
the capital of banks? 

A No. In the first place, the banks are primarily 
holders of short-term Government securities. The av- 
erage to call date is about 2 1/2 years. You can have 
a terrific fluctuation in interest rates, and short-term 
securities will go down only a point or two. In the 
second place, it’s the tradition and rule of the banking 
business that you don’t write your Governments down 
to market price. You carry them at book value. 

Q So that Government bonds might drop to 80, 
but you would still carry them at 100? 

A Yes. The only time you take a loss is when you 
have to sell. With the Federal Reserve System stand- 
ing ready to buy, a bank can get money for its bonds 
at any time. 
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Q Is the current decline in bank loans to busi- 
ness caused largely by reduced demand for loans? 
A Yes, reduced inventories and demand for loans. 

Q To what extent is it caused by a new caution 
on the part of bankers? 

A Very little, I think. 

Q Is business getting all the money it needs from 
banks? 

A I think business, generally speaking, is getting 
the money it needs on a sound basis. 

Q If business is getting the money it needs from 
banks, what could be floated in security markets? 

A The real problem is right there. Debt money is 
available, but equity money is hard to get except by 
earning it. 

Q Banks have tightened up on long-term loans, 
haven't they? 

A Yes. That started at least two years ago. We 
were all conscious of the danger of overcommitting 
ourselves or encouraging over-expansion in a period 
of great inflation. But we are still making some loans 
for as long as 10 years. 

Q You used the word “recession” in referring to 
our current situation. Do you think that’s what is 
happening? 

A I think so. It’s the beginning of a recession. It 
hasn’t gone very far, and most of us think it can be 
gotten over with reasonably fast, without too much 
pain. Air pockets have developed in the economy, 
but I think the air pockets are not very bad, because 
businessmen and banks have been cautious. But we 
have been through a tremendous business boom, and 
I don’t believe you can ever turn from a boom to 
normal business without some readjustments in prices 
and in people’s habits and attitudes—the way they 
work and the way they plan their businesses. 

Q What would you say is the business outlook 
for the second half of this year? 

A I think it will be lower than in the first half— 
5 to 10 per cent or something like that in total volume. 
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RANDOLPH BURGESS (LEFT) BEING INTERVIEWED IN U. S. NEWS & WORLD REPORT CONFERENCE ROOM 


Q Do you expect this cycle to continue beyond 
the end of this year? 

A I think it will take into next year to correct 
itself. But that’s a tremendous guess. 

Q What is the trend in price policy on the part 
of business, as you hear it? : 

A Price policy is still to sell at the best price you 
can get, but good old competition is back. One fellow 
cuts and the other has to cut. 

Q What is the outlook for the capital-goods 
market? 

A Some people are waiting to see things settle 
down. But the utilities are going ahead. The steel 
companies have a substantial program, and a good 
many other companies are going ahead. A lot of pri- 
vate building is going on. In comparison with all oth- 
er years except the last two or three, capital-goods 
production this year is going to be tremendous. 

Q Do you see a parallel between the current 
situation and the readjustment after World War I? 

A Yes, there is a parallel, but the recent war lasted 
longer, and the boom lasted longer than after World 
War I. Then there is a great difference in the foreign- 
aid program. The last time, our aid continued 
through 1919, and then we cut it off short. This time, 
our aid will taper out, and that will make the transi- 
tion somewhat easier. I also think businessmen have 
learned a lot. They’ve done a better job on inventories 
this time. However, if we can get out of this as well as 
in 1920 and 1921, we will be lucky. That one was a 
sharp decline and a quick recovery. ; 

Q In view of our high rate of capital formation 
in the last three years, do you think the economy 
can exceed the 1948 level a few years from now? 

A Yes, I think so, if we handle ourselves right and 
give industry a chance. Wartime demands were de- 
ferred so long that they have not been satisfied yet. 
That was one reason why recovery was so fast in 
1921. Again this time, I think, we have enough de- 

ferred demand to carry us on. 
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An aquarium, American brides— 
just some requests that ECA receives 


PARIS 

HERE IS A FILE in the information 

headquarters of Economic Co-opera- 
tion Administration here entitled, “Letters 
from Madmen.” Into it go letters from 
those of the 40,000,000 Frenchmen who 
haven’t the vaguest notion what ECA 
is supposed to do or how it operates. 

The letter writers are not literally 
mad. It’s just that many of their 
requests are impossible to grant. 
A few, though, seem outlandish 
to ECA officials, and these give 
the file its name. 

There is the Frenchman in Nice, 
for example, who wants an alloca- 
tion of ECA funds with which to 
build an aquarium for the enlight- 
enment of the public. His idea, 
expressed in his own uncertain 
English, is to build an aquarium 
“absolutely new and rational,” to 
show “Lobsters and Spini-Lobsters 
in freedom in a well-interpreted 
bottom of the Sea,” in addition to 
“the most spectacular fishes of the 
Mediterranean” and “the fasci- 
nating exotic fishes of the mer de 
corail as well as the tropical fresh 
water’s wonders.” 

Most of the letters from French- 
men to ECA in Paris, however, 
ask something less than an aquari- 
um. A woman in the south of 
France writes to ask ECA help in ob- 
taining a medicine she has heard of that 
will cure her albumin, a condition that 
she describes at great length and in detail. 

A French farmer, with a clearer un- 
derstanding of the Marshall Plan than 
many, writes to say how pleased he is 
with it. “Bravo!” he writes. “Thanks to 
you, I have bought myself a mare and 
am awaiting delivery of a potato picker.” 

Then, on the difficult side, there is the 
Frenchman in the Army who asks ECA’s 
help on his problem. “Being desirous of 
corresponding with a young American 
girl between the ages of 17 and 19,” he 
writes, “I would be grateful to you if 
you could put me into direct contact 
with that which I ask of you.” Still an- 
other with the same problem wants to 
know if there are any matrimonial 
bureaus in the U. S., and if “Monsieur le 
Directeur” knows any good addresses. 

None of these letters goes unheeded. 
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Each is answered, even if the request is 
not granted. “Monsieur le Directeur” 
replies courteously that he is not familiar 
with American matrimonial bureaus, is 
in no position to find American girls for 
lonely soldiers, and is not interested in 
using Marshall Plan dollars in order to 
provide an exhibit of Spini-Lobsters. 

In time, ECA officials hope their pub- 





licity campaign will explain to French- 
men why the U. S. has poured more than 
$1,000,000,000 into France since the 
Marshall Plan began. At the moment, 
however, “letters from madmen” continue 
to pour into Paris. J-w.M. 


British meat eaters 
caught in squeeze 


LONDON 

IGHER-MEAT PRICES and smaller meat 
H rations have come very close to 
squeezing meat out of the British 
family’s diet altogether. 

The present weekly ration limits each 
person to 2 ounces of bacon and the 
equivalent of 22 cents’ worth of other 
meats, of which only 16 cents’ worth 


may be fresh meat. To make matters 








worse, prices are up 7 cents a pound on 
most cuts because the Government has 
reduced the amount of its subsidy. 

Squeezed between reduced rations 
and higher prices, the average housewife 
in England has to limit her family to one 
meal a week—usually Sunday dinner- 
in which meat is the main dish. 

Housewives often prefer boneless pot 
roasts, because they seem to shrink less 
in cooking. A family of four, entitled to 
spend 88 cents a week on meat, might 
then have about a 3-pound pot roast 
for Sunday dinner. Or, if the housewife 
buys steak of best quality, her 88 cents 
will provide about 2 pounds of 
meat. 

If lamb is chosen, the family’s 
collective ration works out to a 
quarter of what Americans know 
as a leg of lamb. Those who go 
in for chops get a paper-thin sery- 
ing per person and a piece of bone, 
By using cheap stewing meat, how- 
ever, many housewives can stretch 
their 88 cents for a family of four 
to give each member of the family 
as much as a pound apiece in a 
meat pie. 

Sometimes it is possible to sup- 
plement the ration with unrationed 
meat—liver, heart or kidney—if the 
butcher has it on hand, or with 
synthetic sausages, whose meat 
content is limited to 50 per cent. 

Whale meat, unrationed, is 
sometimes available. But most 
people don’t like it, and at 40 
cents a pound the price seems 
high to English housewives. Horse 
meat, too, can sometimes be had, but 
that isn’t popular either. 

Fish and chicken, traditional alterna- 
tives to meat, are fairly plentiful and 
unrationed. Prices, however, are keeping 
them off many tables. Fish of popular 
kinds and good grades are $1 a pound, 
sometimes go to $1.20 a pound. A 
chicken big enough for Sunday dinner 
for the average family brings about $5 
in the market. That is more than most 
families are willing to pay. 

In short, the average British family is 
on famine rations in meat. Rationing 
was severe during the war, of course, 
but it’s much more severe now. Add the 
war and postwar periods, and the total 
to date is 10 years of denial for meat 
eaters. The outlook, even with the new 
British-Argentine agreement, is for con- 
tinued denial. The result is a real and 
growing strain on the patience and good 
humor of the British people. C.H.K. 
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Landlubbers get all the salty flavor 
of a sea-going cruise right in their 
rooms at the Saxony Hotel, 
Miami, Florida. Here is an out- 
standing example of Thermopane’s* 
ability to make interiors more 
comfortable in any climate. Pic- 
ture windows of Thermopane offer 
a “shipdeck” view of the ocean 
and assist in assuring precise con- 
trol of the air conditioning and 
heating system. 

Thermopane’s advantages aren't 
confined to reducing transmis- 
sion of heat or cold. Used in 


... but what abaus the indoor climate? 





commercial structures of all types, 
this double-glass insulating win- 
dowpane deadens distracting ex- 
terior noise... keeps frost and 
condensation on windows to a 
minimum... saves fuel. 

You'll find Thermopane in your 
windows one of the best invest- 
ments you ever made... both in 
the efficiency of your building and 
in the efficiency of employes. Com- 
plete information on this remark- 
able windowpane is available from 
vour Libbey ‘Owens'Ford Glass 
Distributor, or write us direct. 


*® 


Shermopane 


MADE ONLY BY LIBBEY-OWENS-FORD GLASS COMPANY 


3269 Nicholas Building, Toledo, Ohio 











Two Panes of Gloss 


W\ Blanket of Dry Air 
‘I Bondermetic Seal* 
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Cutaway view of Thermopone 


For better vision specify Thermopane 
made with polished plate glass. 















> Louis A. Johnson, still new as Secre- 
tary of Defense, has set a record of sorts. 
It has taken Mr. Johnson less than three 
months in office to become the target of 
a full-panoplied congressional investiga- 
tion. This inquiry involves high-level 
politics, large campaign contributions, big 
finance—and the future of the nation’s de- 
fenses. It probably will hold the attention 
of the country for weeks. 

Mr. Johnson, bulky and self-assured, 
has been drawn into the investigation by 
“ugly rumors,” as they have been called 
in Congress, linking his former business 
and political associations with his first 
major act as Secretary of Defense. That 
act was to sign an order making the B-36 
bomber the Air Force’s primary weapon. 
More B-36s were ordered; contracts for 
other types were cut back to provide 
funds. 

The order is considered a bonanza for 
the manufacturer of the B-36, the Con- 
solidated Vultee Aircraft Corp. When 
named to his present job, Mr. Johnson was 
counsel for and a director of that com- 
pany. In addition, Mr. Johnson was chief 
fund raiser for the Truman presidential 
campaign of last year. Into the Demo- 
cratic treasury came $28,000 from Floyd 
B. Odlum, chairman of Consolidated 
Vultee’s board of directors, and others 
using his address. 

These facts, baldly stated, and their 
‘implications have set congressional Dem- 
ocrats to worrying and have encouraged 
Republicans to dig for information that 
might embarrass the Administration. 
Other forces are behind the investigation 
too: Friends of the Navy, who disliked 
Mr. Johnson’s second major action, can- 
cellation of the super aircraft carrier on 
which the Navy based its hopes for an 
important future in the air, and aircraft 
companies that were hurt by the B-36 
order, canceling their contracts. 

The investigation, consequently, is 
expected to go into almost all phases of 
the defense situation, the status and 
difficulties of unification, the controversy 
over whether the B-36 is the best aerial 
weapon, and why it was revived after 
being virtually rejected a year ago. But 
at the center of it all is Mr. Johnson, 
calm, unworried and ready with an 
answer. 

Defense. Mr. Johnson is prepared to 
show, his associates say, that the B-36 
decision had been made before he took 
office. On the day after he was sworn in, 
the B-36 order came to his desk. Of 
course, he had known that it was en 
route. Mr. Johnson’s friends say that the 
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Defense Secretary Johnson Is Calm and Ready With Answers 
To Congress's Plane Investigation—He’s Been in Fights Before 


B-36, after a year of experimentation, 
testing and radical improvement, was 
emphatically the choice of the Air Force, 
and that the order had been approved by 
his predecessor, James Forrestal. 

Nevertheless, Secretary Johnson re- 
ferred the question to the Joint Chiefs of 
Staff. The Joint Chiefs recommended that 
he sign the order. The recommendation 
apparently was not unanimous, for the 
announcement said merely that “members 
of” the Joint Chiefs had approved. Ap- 
parently Gen. Hoyt S. Vandenberg, Chief 
of Staff of the Air Force, and Gen. Omar 
N. Bradley, Chief of Staff of the Army, 
concurred. If there was a dissenter it was 
Admiral Louis E. Denfeld, Chief of Naval 
Operations. The Navy contends it has a 
fighter plane that can down the B-36. 

At any rate, Secretary Johnson is con- 
tent to show that at least a majority of the 
Joint Chiefs had already made up their 
minds. In advance of the public hearings, 
Air Force Secretary W. Stuart Symington 
came to Mr. Johnson’s defense with a 
statement that the Defense Secretary had 
nothing to do with the B-36 decisions. 

B-36 squabble. The argument over 
whether the B-36 is at present the best 
of all aerial weapons, Mr. Johnson will 














leave to the Air Force. The B-36 ig its 
baby. Although AF was on the point of 
abandoning that type of bomber a year 
ago, it since has developed it, given jt 
more powerful engines, added auxiliary 
jet propulsion, new landing gear and 
other features. AF says the B-36 now cap 
carry an atom bomb to any inhabited 
region of the earth and return to the U.§. 

Congressmen are worried, however, 
about putting the nation’s all-but-com. 
plete reliance upon this plane alone 
when, as some assert, jet-propelled 
fighter planes—if they cannot do so now 
—may be able to intercept and destroy 
it in a few years. But Mr. Johnson wants 
the Air Force to be strong, and is willing 
to accept its estimate of what will make 
it strong. 

Finance. Mr. Johnson’s association 
with Mr. Odlum also will be the subject 
of some pointed questions. Mr. Odlum 
is a financier, who, as head of Atlas 
Corp., an investment trust, has made a 
fortune since the early 30s by buying 
up depression-struck industrial units and 
merging them. 

Congressmen may be expected to ask 
also about rumors that some interests 
plan a vast combine of aircraft-manv- 
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SECRETARY JOHNSON WITH REPORTERS 


“| will have made so many enemies . . . 


facturing concerns, and that the B-36 
order weakening other companies and 
strengthening Consolidated Vultee would 
help in that purpose. 

Mr. Johnson is prepared to defend his 
long-standing friendship with Mr. Od- 
lum, and to show that he resigned as 
counsel and director of Consolidated 
Vultee before he took office. Whether it 


is possible for a man to dissociate him- , 


self from such old relationships by a 
simple act of resignation, however, is a 
question that persists in the minds of 
congressional skeptics. 

Trouble. Mr. Johnson is accustomed 
to being in trouble. He was aware, his 
friends say, before he took the Defense 
job, that he might be quickly in difficul- 
ties because of his old connections and 
his political fund raising. For a time, he 
has said, he hesitated for fear that these 
things might embarrass Mr. Truman. In 
the end, he adjusted his personal affairs 
to the new situation and accepted. 

He held public office before and was 
in trouble then. As Assistant Secretary of 
War from 1937 to 1940, Mr. Johnson was 
engaged in a famous feud with Secretary 
of War Harry Woodring. Mr. Johnson 
was aggressive about preparedness, about 
building up an air arm, about educating 
industry to function in wartime—and Mr. 
Woodring was not. In the end President 
Roosevelt dropped them both and made 
Henry L. Stimson Secretary of War. 

Otherwise, Mr. Johnson had built up 
a flourishing law practice in West Vir- 
ginia, in Washington and in New York. 
He was in the Army in the first World 


aa 


War, went on to fight the political battles 
of the American Legion and rose to be its 
national commander. (His principal con- 
gressional critic, Representative James 
E. Van Zandt, (Rep.), of Pennsylvania, 
is a former national commander of the 
competing Veterans of Foreign Wars and 
a captain in the Naval Reserve.) 

Politics. Whether in or out of office, 
Mr. Johnson kept in close touch with na- 
tional Democratic politics. He attended 
national conventions and did odd jobs 
for the party organization. In 1936, he 
headed the Democratic veterans’ com- 
mittee. Last year, Truman campaign 
funds were a trickle. Money was lacking 
for radio talks, for financing the campaign 
train. Mr. Johnson pitched in and is cred- 
ited with having raised about $1,500,000. 

His reward was the Defense Secretary- 
ship, to which he was appointed under 
circumstances that highly displeased the 
friends of his predecessor, Mr. Forrestal. 
He entered upon the job with the reputa- 
tion of a politician who also was an able 
executive. And he was determined that 
Mr. Truman’s program of unification of 
the services should be completed. 

Unifier. He proved at once a hard, 
driving worker, at his desk by 8 or 9 in 
the morning, and still there at 7 p.m. He 
believes in many conferences when prob- 
lems arise. Then he comes to his own 
conclusions, usually quickly, and expects 
his decisions to be carried out. He has 
Stephen T. Early, President Roosevelt's 
press secretary, as Under Secretary, dili- 
gently watching the Department’s press 
relations. 





Usually, Mr. Johnson speaks so softly 
that he can be heard only with difficulty, 
but he has a temper that can erupt with 
startling effect. Like many politicians 
Mr. Johnson enjoys meeting people and 
prides himself on remembering names 
and faces. He is widely traveled, has 
been a frequent speaker and, it is said, 
knows someone and the local situation 
almost everywhere. 

He applied himself quickly to the uni- 
fication problem, abolishing boards and 
committees, standardizing procedures and 
practices in the services. He has forbidden 
military men to use Government automo- 
biles for personal trips, has ordered a 
single “Armed Forces Day” to replace the 
“Day” that each of the services has had in 
the past and suggested that top officers 
of Army, Navy and Air Force spend 
more time together socially. But unifica- 
tion still is vigorously resisted. 

Ambition? A question remains as to 
why, if he expected trouble, Mr. John- 
son took the Defense job. Those who 
know him say he would like to be Presi- 
dent. Mr. Johnson, of course, disclaims 
any such intent and adds: “When I shall 
have finished this job I will have made so 
many enemies it would be senseless to 
run for public office.” 

His future, whether political or other- 
wise, depends just now on the investi- 
gation ahead. Mr. Johnson is ready to 
present a strong and aggressive defense 
of himself and his policies. Whether the 
implications that are involved can be 
dispelled, however, is a question that 
has many close observers wondering. 
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Special Report. 


Tax support for the air lines is 
attracting the attention of Con- 
gress. Cost of carrying the mail 
is under question. 

Air lines are trimming pay 
rolls, using more efficient craft, 
generally cutting costs to get on 
sound business basis. 

But federal subsidy is running 
higher, year by year. It means the 
difference between profit and 
loss on most big lines. 


Air lines of U.S. are drawing larger 
and larger checks from the Govern- 
ment. Those checks, in total, now ex- 
ceed $100,000,000 a year and are rising. 

Air lines draw pay from the Govern- 
ment for carrying the mail. The amount 
of that pay varies with the financial need 
of individual air lines. One line in 1948, 
for example, was paid about $22 for 
every ton of mail carried one mile. An- 





(This article represents the result of an 
extensive research on a problem of oy}. 
standing importance in National Affairs.) 


AIR LINES: BURDEN TO TAXPAYERS? 


Rising Cost of Federal Aid Brings Complaints 


other line was paid 68 cents per ton. 

Mail payments are a combination of 
reimbursement for work done and sub- 
sidy to assure established air lines a fair 
return on their investment. 

Congress now is beginning to question 
the system of mail payment. Air lines 
themselves are loudly critical of the 
present arrangement. Some lines claim 
that their existing payment is too small. 
Others argue that the Government now 
is “wet-nursing” the industry, feeding 
money into inefficient operations. The 
claim is that the extravagant and ineffi- 
cient often are rewarded more than the 
frugal and efficient. 

Newly formed companies, at the same 
time, complain that a federal agency, 
the Civil Aeronautics Board, is regu- 
lating them out of business to save air- 
transport markets for older companies 
that are supported by taxpayers’ money. 
They say all they want is a chance to 
exist without subsidy. CAB itself claims 
that it needs more staff, more money, and 
increased authority over air-line affairs, 
including control of financing. 

The whole situation is being explored 


by the Senate Interstate and Foreign 
Commerce Committee. The Committee 
really is searching first for a formula by 
which pay for mail can be hancled sep. 
arately from subsidies, perhaps with q 
single mail rate for all air lines. Railroads 
get'a uniform mail rate, except in New 
England and on some mountain routes 
with special conditions. 

Separation of mail pay from subsidy 
would make it easier for Congress and 
taxpayers to see what it costs to support 
the air lines, and how much aid is given 
to individual companies. 

What air lines get now, and the 
amount of mail carried, is compared with 
the 1939 record in the accompanying 
chart. 

In 1939, dir-mail payments amounted 
to $28,339,000. About 24,000,000 pounds 
of mail was dispatched. In 1948, air mail 
amounted to about 102,000,000 pounds, 
while payments totaled $102,157,000, 
These figures illustrate a point about 
air-mail pay that the air lines emphasize 
—the unit cost of air mail to the Govem- 
ment is less now than it used to be. 
Revenue from air-mail postage further 





U.S. Aid to Air Lines . . . Volume of Mail Carried — 


A Comparison of Rising Trends 
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reduces the net cost of air-mail service 
to the Government, to about $43,800,000 
in fiscal year 1948, for example. 

However, mail costs have been rising 

instead of declining recently. Mail pay- 

ments jumped from $39,466,000 in 1946 

to $61,004,000 in 1947 and $102,157,- 

000 in 1948. 

Few people agree on what percentage 
of these payments represents a subsidy, 
under existing rules. CAB says the 
amount ranges between one third and 
two thirds of total mail payments this 
vear. On this basis, estimates of the pres- 
ent annual subsidy range from $40,000,- 
000 to $80,000,000. Estimates of last 
years subsidy, on the same basis, range 
from $30,000,000 to $60,000,000. 

Indirect subsidies add to costs of 
maintaining air lines. In the year ended 
June 30, 1946, the Federal Government 
spent $74,000,000 for airports, naviga- 
tional aids, aviation weather service, 
aeronautical charts, accident investiga- 
tions, other activities connected with civil 
aviation. Most of the money provides 
services for the air lines. 

In the year ending June 30, 1949, such 
aids probably will cost about $180,000,- 
000, more than double the cost three 
years ago. 

Need for help on the scale now 
provided is questioned in Congress and 
by some members of the air-line industry 
itself. But continued and even expanded 
aid is supported by spokesmen for most 
major air lines. Background of their case 
is this: 

The 16 domestic trunk lines were op- 
erating 400 airplanes, five of them four- 
engine craft, in January, 1946, During 
the next 24 months, these air lines, 
bought new planes and junked old ones 
as fast as planes became available. By 
January, 1948, they had 748 planes, of 
which 305 were four-engine models. 
Routes were extended into new places, 
additional schedules offered. 

Altogether, these 16 air lines spent 
about $242,400,000 for new equipment 
in 1946 and 1947. About $137,000,000 
of the money had to be borrowed. But 
the U.S. air-transport system became 
once again the world’s finest, in planes 
and service. 

Paying for this expansion, however, 
strained the air lines to the limit. They 

ran into an unexpected decline in pas- 
senger business, which brings in most 
of their money. 

During 1947, air-line passenger traffic 
leveled off and in 1948 declined, for the 
first time in 20 years. At the same time, 
competition for business was increasing 
drastically. 

The CAB in some cases authorized 
three or four times as many carriers to 
serve heavily traveled routes as had been 
competing there. This divided a dimin- 
ishing traffic. among more companies. 
Hundreds of small charter-plane com- 
panies stepped in to siphon off some 








ROM the very first to the millions now produced 


annually, Hyatt Roller Bearings have been built 
to last. 

This has been proved by design-engineers and users 
in varied fields—industrial—agricultural—automotive 
—steel—petroleum—construction and railroads, who, 
through numberless applications, have found Hyatts to 
be precision perfect—longer lasting and available in 
types and sizes for almost any job. 

Hyatt bearing engineering advice is free on request. 


Hyatt Bearings Division, General Motors Corporation, 


Harrison, New Jersey 
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You've watched the lights — green, yel- 
low, red — which control the traffic on 
our city streets. But have you ever 
watched the “eyes” along the railroad 
tracks — from which the highway sig- 
nals were adapted — light up with their 


messages? 
On the railroads, the red — or hori- 
zontal signal position — says “Stop.” 


The yellow — or diagonal position — says 
“Reduce speed and proceed, prepared 
to stop at the next signal.” And the green 
— or vertical position — tells the engineer 
when the track’s all clear ahead. 

But these three basic messages of the 
signals are only “baby talk” compared 
with what they tell when two or more 
colors — or signal positions — come up 
simultaneously and in combination. 
Then, they not only tell the engineer 
what’s ahead for two or more “blocks” 
of track, they also tell him how to handle 
his train until the next signal gives him 
more news of the traffic situation up 
ahead. 

The trains themselves, as they pass 
along the line, cause the signals to re- 
port their positions to following or ap- 
proaching trains. In many systems, in- 
deed, they do even more, for they report 
also to the train dispatcher, watching 


Listen to THE RAILROAD HOUR 
Every Monday evening over the ABC Network. 
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Iver watch 
a railroads eyes 
light up ? 


his illuminated control board maybe a 
hundred or more miles away, just where 
each train, in his district is, minute by 
minute. The result is that trains can 
keep moving — steadily, safely, spaced 
the proper distances apart. 

These signal systems installed on 
busy railroad lines are but one result 
of the unremitting search for ways of 
improving every detail of railroad serv- 
ice. They are but one reason for the 
railroads’ unsurpassed record of safety. 
They are but one factor in the constant 
improvement in efficiency with which 
the railroads are meeting the challenge 
of today’s high costs — with rates which, 
in relation to the prices of the com- 
modities transported, are lower than 
they have been since before the first 
World War. 
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Special Report 


trade that the big air lines expected to 
get, especially on such routes as that 
from New York to Miami. 

Higher fares, and big increases in ey. 
press and freight traffic, boosted revenues 
for many air lines in this period despite 
the competition. But expenditures rose 
even faster. The result shows up in this 
record: 

In 1946, the 16 big carriers lost $25. 
550,000 on non-mail business in U.§ 
In 1947, losses came to $44,223,000: in 
1948, about $46,403,000. 

As losses mounted, the air lines peti- 
tioned for higher mail pay. Increases 
were granted by CAB, as the law re. 
quires, so that net losses, when mail pay 
is included, were reduced to $4,485,000 
in 1946, about $14,766,000 in 1947 and 
$1,024,000 in 1948. 

As for 1949, the air lines are pinning 
their hopes for a profit in many cases on 
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—Frank Alexander 


AIR MAIL 
. . . too much subsidy? 


increased mail pay. Most established 
carriers apparently feel that Government 
subsidies granted so far are too small. 
But some air-line officials are blaming the 
industry for many of its troubles. 

For example, the president of one ma- 
jor company, which has a conspicuous 
record for economy in operations, told 
the Senate Commerce Committee that 
subsidies involve “too much coddling.” 
He offered to operate routes of five com- 
peting companies for mail pay that would 
be $10,331,000 a year less than the 
Government now pays the five companies 
involved. 

Air-freight carriers, newcomers to the 
aviation field, are attacking the subsidy 
system, too. These companies were 
formed in early 1946 to offer freight 
service exclusively. They charge that the 
older air lines, during 1946 and 1947, 
tried to kill them off by lowering freight 
rates well below the losing point for all 
concerned. The costs of this rate war, 
according to the freight carriers, were 
paid with air-mail subsidies as far as the 


U. S. NEWS & WORLD REPORT 











mail 
critic 
was 
tran: 
it is 
chan 
more 

Re 
of lif 
passe 
pick 
nues 
payi 
lines 
emp 
194€ 

Tl 
make 
postr 
But 
sidie 
the | 
has | 
beca 
defe: 
subs: 


JUNI 





— 


cted to 
is that 


in ex- 
venues 
despite 
S TOse 
in this 


t $25, 
U.S 
00: in 


S peti- 
cTeases 
AW re- 
uil pay 
$5,000 
17 and 


inning 
ses on 





ander 


lished 
nment 
small. 
ig the 


e ma- 
cuous 
told 
that 
ling.” 
com- 
vould 
1 the 
yanies 


o the 
bsidy 
were 
eight 
it the 
1947, 
eight 
or all 
wal, 
were 
s the 


‘ORT 








——— 


older companies were concerned, whereas 
freight companies received no such aid. 

From another group of new aviation 
companies, which offer transcontinental 
“ogach” passenger service on a non- 
scheduled basis, also come attacks on 
the subsidy system and CAB’s adminis- 
tration. These companies claim to have 
developed a low-cost air service that 
taps the mass market for air travel—and 
enables them to operate at rates a third 
lower than scheduled air-line rates, 
rofitably and without any mail subsidy. 

They are fighting a CAB order, which 
they say will be a “death sentence” if 
enforced. The order repeals certain rules 
exemptions previously allowed, and con- 
tains proposed new rules that would 
bring irregular carriers under close CAB 
control. 

Future of subsidies hinges on what 
action Congress takes, if any, to revise 





-Pan American 
AIR PASSENGERS 
+ « » not enough profit? 


mail-payment methods after all the 
critics are heard. This subsidy system 
was established in 1938, when the air- 
transport industry was much smaller than 
it is today. The CAB is asking for 
changes “to provide more incentive for 
more efficiency,” as officials put it. 

Revision of mail rates can be a matter 
of life or death for the big air lines. Their 
passenger and freight traffic began to 
pick up noticeably early this year. Reve- 
nues turned up, too. New equipment is 
paying off in lower operating costs. Air 
lines have trimmed some “frills” and cut 
employment about 20 per cent below 
1946. 

The air lines expect, as a result, to 
make the best financial showing of any 
postwar year in 1949, on non-mail traffic. 
But the size of mail revenues, and sub- 
sidies in most cases, will continue to be 
the key to profits. Up to now, Congress 
has been willing to support the air lines 
because of their importance to national 
defense. But rising costs are bringing the 
subsidy system under fire. 


JUNE 10, 1949 











How to cut your building costs 
without “cutting corners” 














Now you can get a permanent building you'll be proud of 
for years to come — at a price you can afford today! 





Luria buildings give you large, unob- 
structed working areas, with more 
usable head-room for the full length 
of the building. Their rigid-frame 
construction requires no_ intricate, 
space-consuming trusses. All field 
connections are designed for bolting; 
no riveting is required. 


STANDARD 
BUILDINGS 


BY 


Lhe 


DISTRICT OFFICES: ATLANTA, BOSTON, CHICAGO, PHILADELPHIA, PITTSBURGH. AND WASHINGTON, D. C. 








Gentlemen: 


Don’t let today’s high building costs force 
you to compromise on quality. For Standard 
Buildings by Luria provide rugged, perma- 
nent structures that cost little or no more 
than light-weight temporary buildings — 
and up to 50% less than specially-engi- 
neered structures. 

What’s more, Luria Buildings offer 
you all the advantages of standard- 
ization without the usual limitations, In 
fact, the Luria line has such a wide range 
of sizes, collateral materials and optional 
features that your precise requirements 
can easily be met for anything from a 
small utility building to a complete plant, 
from a showroom to a shopping center. 

Luria buildings are heavy steel-frame 
structures, designed to meet the most ex- 
acting building codes. And they’re available 
now! For further information mail the 
coupon below for our new, 20-page catalog, 


LURIA ENGINEERING CORPORATION 
500 Fifth Ave., New York 18, N. ¥, Dept. U24 


Please send me a copy of your new catalog. 
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UNIONS LOSING IN PAY DEMANDS 


Employers Aided by Setback in Business 


Downturn in business is bring- 
ing troubles for unions. Employ- 
ers this year hold a stronger hand 
in collective bargaining. 

Labor leaders, accustomed to 
getting raises for workers every 
year, are heading into stiffest 
resistance since the war. 

Unemployment, shorter work 
week, downgrading make in- 
creases harder to get. Strikes are 
not the bugaboo they once were. 


Unions are finding for the first time 
since the mid-30s that there may be a 
limit to how high wages can go. Wage 
rates, under stimulus of spending for 
war and of postwar prosperity, climbed 
steadily for more than 10 years. Now, 
with business turning down, unions 
are in a weakened bargaining position 
in their dealings with employers. 

Troubles for unions are taking 
many forms. Strikes are losing their ef- 
fectiveness as a pressure weapon against 
employers. Unemployment is rising. Em- 
ployer resistance to wage increases is 
mounting. Even wage cuts are showing 
up here and there. 

Layoffs in manufacturing industries 
are becoming more frequent. A worker, 
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The demand: raises now 
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The handicap: deflation 






when laid off, finds it harder to get a job 
elsewhere. 

Work' week for those still on the job 
is being shortened and overtime pay is 
disappearing in many plants. The average 
work week in manufacturing dropped to 
38.3 hours in mid-April, the lowest since 
July, 1940. The average was 40 hours in 
December, 1948, 

Factory output is slowing. The post- 
war backlog of orders is being filled. Even 
such industries as steel now find that de- 
mand is off. This means fewer jobs. 

Inventories of manufactured goods 
are large. Wage increases in previous 
postwar years could be passed on to con- 
sumers when demand for goods was high. 
Now, demand is falling, goods are piling 
up, and wage increases cannot be passed 
on. In this situation, an employer is in a 
good position to “sit out” a long strike. 

Price competition, on the increase, 
forces employers to look around for ways 
to lower wage costs in order to cut prices. 
The tendency is to try to get more pro- 
duction out of fewer workers. Improved 
machinery is helping. Also, employes are 
being asked to work harder. 

Downgrading of workers from high- 
er-paid jobs to lower classifications is tak- 
ing place in some plants. Laid-off work- 
ers sometimes are hired back at rates low- 
er than they received on their former jobs. 

Wage cuts also are being resorted to 
in a few instances, especially in non- 
union plants. Cotton-textile mills, for ex- 


ample, are reported to have cut Wage 
rates 8 per cent, in a few plants. 

Union reaction to the present eco. 
nomic situation is varied. Some unions 
recognize that times have changed and 
the relatively easy pay raises of 1947 and 
1948 are not to be had in 1949. Others. 
however, still are pressing for increases, 

The CIO Textile Workers Union, led 
by Emil Rieve, is one group that is taking 
business conditions into consideration, It 
has advised its locals in woolen mills not 
to seek raises under wage-reopening 
clauses, because of poor business pros- 
pects. At the same time, Mr. Rieve is 
promising to call strikes to head off pay 
cuts in nonunion shops if he can organ- 
ize enough workers there. 

Demands for raises, on the other 
hand, are causing numerous strikes in 
plants that have contracts with the CIO 
Electrical Workers, headed by Albert 
J. Fitzgerald. This union has taken a 
strong stand in favor of wage increases, 
but so far even its strikes have not pro- 
duced any sizable concessions from 
management. The union has ended some 
walkouts without winning wage in- 
creases. 

Where raises are being granted, in- 
creases usually are well below those given 
in previous rounds since the war. In- 
creases in a majority of cases so far range 
from 5 through 10 cents an hour, Many 
employers are refusing to give raises. 

Unions, as a result of all this, are on 
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EMIL RIEVE 
The advice: sit tight 
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the defensive in the fourth-round nego- 
tiations, in contrast to their offensive posi- 
tion in 1946, 1947 and 1948. In some in- 
dustries where business is declining 
sharply, the unions can offer their mem- 
bers nothing more than a policy of hold- 
ing the line against pay cuts. 

Strikes are increasing as unions try 
hard to counteract the growing resistance 
of the employers. But these strikes are 
not profitable for unions or workers. 

The walkouts often drag on for weeks 
or months. Many manufacturers have suf- 
ficient stocks of finished goods on hand 
to supply dealers for a long period with- 
out operating their plants. Others are 
able to break strikes by hiring replace- 
ments from the growing list of unem- 
ployed. Unions no longer can depend 
upon a scarcity of labor to back up their 
picket lines. 

Workers not only lose wages during 
a strike but usually they are deprived of 
unemployment compensation that they 
could have had if they had been laid off. 
This happens when a strike occurs in a 
plant that was scheduled to close because 
of production cutbacks. A shutdown of 
this kind ordinarily would make workers 
eligible for unemployment payments 
from the State, but, where a strike is 
called, workers are denied these pay- 
ments under most State programs. 

The Ford strike, recently settled, 
cost workers at least three weeks’ pay, 
and brought the Auto Workers Union 
little more in the way of a settlement 
than it could have had without striking. 
The issue here was one of production- 
line speed, not wages. Settlement came 
when the union agreed to arbitrate the 
dispute. Before the walkout, the com- 


pany proposed arbitration, but the union ° 


held out for settlement at the bargaining 
table. 
The Auto Union now has started ne- 


gotiations for a fourth-round contract 
with Ford under the handicap of 
time and money lost in the “speed-up” 
strike. Union leaders probably will find 
it difficult to get Ford workers out on 
a picket line again if wage talks bog 
down. 


PAY RISES CONTINUE, 
BUT THEY ARE SMALL 


Wage increases, most of them small 
by comparison with those of previous 
postwar years, still are being granted by 
some employers despite the setback in 
business. Some other employers are able 
to settle with unions without increases. 
Latest settlements follow no industry- 
wide patterns, but appear to be based 
largely on 1949 business prospects for 
the companies involved. 








In steel, for example, an increase of | 


5% cents an hour was won by CIO Steel- 
workers in a fabricating plant in New 
York State, along with a few fringe con- 
cessions. Talks can be renewed in three 
months on union demands for an insur- 
ance program, provided that business 
conditions improve. 

A steel-wool factory gave a 5-cent raise 
to District 50 of the United Mine Work- 
ers, compared with 10 cents in 1948. An- 
other 5-cent raise, won in a steel-prod- 
ucts plant by CIO Electrical Workers, 
was 10 cents below the 1948 figure. The 
Electrical union got 3 cents .in another 
plant, in Erie, Pa. 

In paints, a 4-cent raise given by a 
Detroit concern to District 50 was 6 cents 
below last year’s settlement. 

In chemicals, another 4-cent increase 
was won by the miners’ union at a 
Wheeling, W. Va., plant. 

In furniture, a general raise of 10 
cents was given UMW District 50 by a 





FORD PRODUCTION LINE MOVES AGAIN 
The union starts wage talks with one strike against it 
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Keep Prospects Reminded 


with New Low Cost 
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TRADE #& MARK 
BET. £R PEN 
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i a 
A GREAT PEN 
By the Makers of ‘‘Autopoint”’ 


BETTER PENCILS 


Give this beautifully bal- 
anced, luxurious looking 
“Autopoint’” BETTER PEN 
as a business gift. Carrying 
your name, slogan or trade- 
mark, it will step up your 
sales, build lasting good 
will. Every user will ap- 
preciate its plus features: 
@ a better ball point pen precision 
gi ed as a companion to fa 
mous "Autopofnt” pencils. 
@ glides ink on dry. Gives a new 
experience in smooth, effortless, 
trouble-free writing. 
@ replaceable precision-made 
cartridge controls ink flow, giving 
permanent new pen performance. 
@ exclusive Pocket-Level Rocker- 
Action Clip that really grips. 
@ cap handsomely crafted in rich, 
distinctive metal finish. 
@ beautifully balanced barrel fits 
the hand. Choice of colors: black, 
dubonnet, green or white. 
@ full length Deluxe Model No. 
633 shown, or Purse and Vest 
Pocket Model No. 635. 
Low Quantity Prices for Business 
Gifts. Mail Coupon for Free Catalog 
















































REFILL IN A JIFFY 
PRECISION CARTRIDGE 


The exclusive “Autopoint” 
Writing Cartridge that glides 
ink on dry. Long-lasting ink 
supply. You refill in a jiffy with 
the full-length cartridge... 
retail 40c, 







Pencil In Matching Set — 

Same size as Model 633 Pen,,with matching cap, 
clip, tip and colors. Has famous “Grip-Tite” tp 
that won’t let leads wobble, turn Gr fall out. Pencil 
retails $1.25. Pen and Pencil set $2.25. Costs less 
in quantities. A business gift that will be long 
remembered. 

“Autopoint” is a trademark of Autopoint Company, Chicago 


MAIL COUPON FOR CATALOG 
! AUTOPOINT COMPANY 


Dept. USN-6, 1801 Foster Ave., Chicago 40, Ill. 


Send me free catalog giving quantity prices 
on “Autopoint” Better Pens and business gifts 

for advertising and good will use. | 
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Y OF LOS ANGELES’ 


When traveling between Chicago and 
Los Angeles, enjoy the comfort and privacy 
of modern Pullman accommodations. . . 
relax in an attractive Club Car. . . partake 
of appetizing Dining-Car meals. 
x * * 


Also in daily service are 
Union Pacific Streamliners— 


‘CITY OF SAN FRANCISCO” 


Chicago-San Francisco 


“CITY OF PORTLAND”’ 


Chicago-Portland-Tacoma-Seattle 


"CITY OF DENVER’’ 
Chicago-Denver 


"CITY OF ST. LOUIS”’ 
St. Louis-Kansas City-Denver ... 
with through cars to West Coast: 

*K ok 
Pullmans and reserved Coach seats 
on all Streamliners. 











Road of the’S Stagamlineno 
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Lalor Week 


Massachusetts firm, with some workers 
getting up to 25 cents. 

In printing and publishing, the AFL 
Typographical Union won increases of 
varying amounts, including 6 cents, 15 
cents, 17.5 cents and 25.4 cents an hour. 

In construction, AFL Teamsters re. 
ceived a raise of 25 cents an hour from 
building contractors in Illinois. In Kansas 
City, a 10-cent raise went to AFL Hod 
Carriers on heavy-construction jobs. 

In transportation, city transit firms 
in Pittsburgh and Mobile gave raises of 
6 to 5 cents, resp par mat to AFL un- 
ions. In several other cities, transit em- 
ployes went on strike over wage de. 
mands when companies offered small in- 
creases or proposed a pay cut. 

In metalworking, a 19-cent increase 
was obtained by the Machinists Union in 
a Chicago shop, bringing new rates to 
$1.95 an hour. This union also reported 
a 15-cent gain for machinists in an Ar 
kansas chemical plant. 

Settlements reached without increases 
included five metal-mining contracts, as 
well as contracts in the fields of lumber- 
ing, paper making, construction and auto 
parts. In some cases, wages can be re- 
negotiated later. 


SEIZURE AS WEAPON 
TO END BIG STRIKES? 


Seizure of key industries to avert strikes 
has a 50-50 chance of being authorized if 
Congress manages to enact a new labor 
law this year. Although union officials do 
not like seizure power in the hands of the 
Government, considerable labor support 
is being given to this proposal as a sub- 
stitute for the injunction clause of the 
Taft-Hartley Act. 

Many Senators, and some union lead- 
ers, have given up the idea of trying to 
pass a law without teeth to stop or de- 
lay big strikes that cripple the economy. 
Unions object strongly to the injunction 
weapon. As a compromise, some Sena- 
tors have been swinging around to the 
idea of seizure as a weapon, in place of 
injunctions. One of the leaders of the 
move to write a compromise bill is Sena- 
tor Paul H. Douglas (Dem.), of Illinois, 
who has had the backing of organized 
labor. 

Employers, as a general rule, object 
to seizure as a cure for big strikes. When 
seizure was used during the war and im- 
mediately afterward, under wartime leg- 
islation, unions managed to win conces- 
sions from the Government and _ then 
forced the private owners to accept the 
same contracts when the mines or plants 
were returned to the employers. John L. 
Lewis established a welfare fund in his 
coal contract during the 1946 mine 
seizure. 
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Injunctions against big strikes seemed 
to appeal more to employers than did the 
seizure procedure. The Taft-Hartley Act 
allows the Government to enjoin a major 
walkout for 80 days if national health 
or safety is threatened. 

Unions object to this injunction pro- 
yision because they have been fighting 
for years to keep the courts out of labor 
disputes. Some union officials, however, 
as a compromise now are willing to go 
along with a provision for seizure. It 
would not affect most unions as only 
a few can tie up industries nation-wide. 
Mr. Lewis and A. F. Whitney, president 
of the Railroad Trainmen, are among 
those protesting against seizure. But 
others admit privately that repeal of the 
Taft-Hartley Act is not likely this year 
without a compromise of this sort. 

The seizure provision may turn out 





—Harris & Ewing 
SENATOR PAUL DOUGLAS 
e + » @ compromise bill 


to be only a face saver for the unionists. 
It will look better, to them, than a clause 
permitting injunctions. However, the 
power to seize still may lead to injunc- 
tions in labor disputes if the Government 
uses the power as it did in the past. 

The heavy fines levied against Mr. 
Lewis in the 1946 coal strike were 
handed down for violation of an injunc- 
tion granted during Government opera- 
tion of the mines. There was no Taft- 
Hartley Act then. The Supreme Court 
tuled that the 1946 coal injunction was 
not a violation of the Norris-La Guardia 
anti-injunction act because the miners 
were Government employes during the 
seizure period. This would make it 
appear that seizure again might open 
the way to injunctions unless some 
specific prohibition is included in the 


bill. 
JUNE 10, 1949 
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This plant constitutes a part of the 





National Industrial Reserve and has 






been designated for disposal sub- 






ject to the National Security Clause, 
































THIS ANHYDROUS AMMONIA PLANT 
Presently Producing 6,000 Tons Per Month 


Built by the Government for wartime production of anhydrous ammonia, this 
$15,000,000 plant, consisting of 287 acres, 35 buildings aggregating 284,000 
square feet of floor area, complete machinery and equipment, is now offered 


for sale. 

All facilities, machinery and equipment are in excellent condition. The plant, 
adaptable to expansion, is currently being operated by the Solvay Process Com- 
pany under contract with the Depart- 





ment of the Army. LOCATION: 13 miles southwest of 
é : Evansville, Indiana, on U.S. Highway 60 
Location contiguous to principal mar- and Ohio River. 
kets. Adequate transportation. Favor- TRANSPORTATION: Illinois Central RR 
: : serves plant. 41/2 mi. spur track. Hard sur- 
able for development of river-rail and faced plant roads. Year around river navi- 
terminal facilities. Low cost water sup- gation. Airport at Evansville, Ind. 
ply. Ample waste disposal facilities. UTILITIES: Power and light generated on 
site by 3 turbo-generators, capacity of 
ri 13,125 KVA. Stand-by power from Ken- 
Sale will be consummated through tucky Utilities Co. Steam capacity 360,000 
competitive bids. Sealed bids for the pounds per hour. Compressed air 1,030 
: 1: : : c.f.m. Adequate fire protection. 
purchase of this facility will be received 
MAJOR UNITS: Power plant; gas pro 
at the office of: duction plant; compressior® bldg.; synthe- 
District Engin sis bldg.; purification bldg.; maintenance, 
ren ree carpenter and machine shops; office bidg.; 


LOUISVILLE DISTRICT, OHIO RIVER DIVISION | laberatory; barracks; cafeteria; service 


bldg.; stores; pump houses; warehouses. 
630 Broadway All fully equipped for. use. 


Louisville, Kentucky 











Detailed information, arrangements for inspection and bid forms 
may be obtained from the Real Estate Division at the above office. 
































When you re headed 
toward Boston... 


ask the fellow in the next seat 
which Boston hotel he recom- 


mends . . . Chances are he will 
suggest the famous Parker 
House — and that’s because 


experienced travelers know it is 
Boston’s most conveniently lo- 
cated hotel and is world 
renowned for its superior ac- 
commodations, food and service! 


Parker House 


BOSTON 
A New England Institution 
Glenwood J. Sherrard, President 
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Read THE OFFICE every month. 
Short helpful articles on every phase 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT, as an employer, 


safely raise the wages of your em-. 


ployes during contract negotiations 
without giving the bargaining union an 
opportunity to accept or reject the pro- 
posed increase. The Supreme Court up- 
holds a ruling of the NLRB that a tom- 
pany was guilty of unfair labor practices 
when it raised the pay of some workers 
more than had been offered to the union 
during its negotiations. 


* * * 


YOU CAN sometimes refuse to pay 

your employes overtime for the few 
minutes required to prepare for their 
regular eight hours of daily work. By re- 
fusing to review a case, the Supreme 
Court leaves in effect a lower-court find- 
ing that an employer need not pay his 
workers for five minutes of preliminary 
activities before starting work each day. 


* * * 


YOU CANNOT, as a small business- 

man, expect to win a military com- 
petitive-bid contract unless you make 
the lowest bid. The Comptroller General 
rules that the armed forces are not free 
to award a contract to a-smaller concern 
whose bid is substantially higher than 
that of ‘a larger firm, despite the policy 
statement of Congress that a fair propro- 
tion of military contracts should go to 
small business. 


* * * 


YOU CAN get information from 

the Federal Reserve Board about 
changes in its regulations on trust pow- 
ers of national banks. The Board amends 
and broadens its definition of “readily 
marketable securities” to include certain 
direct obligations of the United States 
that may be redeemed by the holders at 
a definite price but cannot be sold. 


* * * 


YOU CANNOT, as a Government 

contractor whose war contract was 
canceled before passage of the Contract 
Settlement Act, expect to collect interest 
on your termination claim for the period 
before that law was passed. The appeal 
board of the Office of Contract Settle- 
ment decides that interest paid by the 
Government on a termination claim in- 
volving a war contract may run only from 
the effective date of the Act, July 21, 
1944, 


YOU CAN now travel in the U.S, 

zone of Germany more freely than 
heretofore. The Office of Internationa] 
Trade is informed by military authorities 
that prepaid reservations no longer are 
required and other restrictions are being 
eased for American travelers. 


* * * 


YOU CAN probably exclude from 

your taxable income the monthly 
amounts paid to the widow of your de. 
ceased partner, in accordance with the 
partnership contract, where a lump sum 
already has been paid to the estate of 
the deceased partner for his interest ip 
the business. This tax. treatment of such 
a payment is permitted in a decision of 
the U.S. Tax Court. 


* x * 


YOU CAN, in handling the tax af- 

fairs of a corporation that was in- 
solvent before and after it acquired its 
notes for less than face value, consider 
that the company had no taxable income 
as the result of this compromise of its in- 
debtedness. A ruling to this effect is made 
in a decision of the Tax Court. 


* * * 


YOU CANNOT, as a food proces- 
sor, fail to notify your customers on 
the label of your product when mono- 
sodium glutamate is added to food. The 
Food and Drug Administration amends 
its labeling regulations to require notice 
of-use of this-artificial flavoring agent. 


* * * 


YOU CANNOT, as an employer, re- 

fuse to bargain over group health 
and accident insurance for your em- 
ployes if the union holding a contract in 
your plant wishes to negotiate on this 
issue. NLRB is upheld by a circuit court 
of appeals, which agrees that such an in- 
surance plan is a proper issue for union- 
employer negotiations. 


* * * 


YOU CANNOT, under an NLRB 

ruling, be penalized for an unfair 
labor practice merely because one of 
your foremen comments to employes on 
the fact that they have joined a union. 
The Board finds that a remark of this 
kind was not designed to seek informa- 
tion about membership or to coerce work- 
ers in violation of the Taft-Hartley Act. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wort 
REPORT, on written request, will refer interested readers to sources of this basic material. 
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... but B & O's Industrial Development 
staff can solve it in confidence— 
without obligation! 


Only a specially trained staff can thoroughly 
coordinate plant location factors; that’s why 
business leaders consult us. 

They’re sold on B&O territory . . . for here is 
the lion’s share of those factors needed to make 
any plant a success. 

Tell us your requirements; we'll submit a 
custom-made study that will solve your plant 
location puzzle! 


BALTIMORE & 


Constantly 
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Ask our manl 
Industrial Development 
representatives are located at: 
NEW YORK 4, N. Y. 
BALTIMORE 1, MD. 
PITTSBURGH 22, PA. 
CINCINNATI 2, OHIO 
CHICAGO 7, ILL. 


OHIO RAILROAD 


— better! 








A Practical Help to Your Sales Staff 


Every week U. S. NEWS & WORLD REPORT is read by 
more than 350,000 men—many of them holding key 
positions in industrial companies of all kinds. Many, 
too, are directors and stockholders in a great variety 
of companies which also purchase large quantities of 


machinery and equipment. 


When you advertise your products in this magazine 
you are giving your sales staff the greatest possible 
help—because you are reaching and educating and 
influencing many of your prospective purchasers-— 
men whom your representatives too often find it diffi- 


cult to call upon in person. 


To advertise to important men—who are known 
to be interested readers of a magazine—is the 
first step in helping your sales managers sell. 








U.S. News & World Report 


WASHINGTON 








* USEFUL NEWS FOR IMPORTANT PEOPLE «x 


(‘‘Knowledge is Power'’) 
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F POUND’S VALUE IS CUT— 


Reported from LONDON and WASHINGTON 


Devaluation talk persists, cen- 
ing on British pound. Talk itself 
jid eventually force Britain to 
value. 
‘British problems are deep 
ated, may not be solved by a 
gt in the pound’s value. 
| Decision in London will affect 
a y other countries. They will 
ve to follow suit if Britain de- 
flues. U.S. dollar is to stay at 
esent value. 


Pressures on the British pound ster- 
ng keep piling up. It is getting harder 
‘sell British goods at present price 
levels. American officials are insisting 
hat the pound, at its present $4.03 
Biticial value, is too expensive. 
"With all the talk about possible de- 
Bvaluation of the pound, customers who 
bwe Britain money are tending to hold 
pf, hoping to pay in cheaper currency. 
The net of it is a steady accumulation 
bf forces working for a change in the 


of the pound in relation to the ° 


<P, 


4 Yet Sir Stafford Cripps, British Chan- 
ellor of the Exchequer, resists the idea 
of a cheaper pound. For the present, at 


—Black Star 
FRANCE’S PETSCHE 
. + Waiting to see 
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—Long in Minneapolis Morning Tribune 


‘THE BUBBLE DANCER’ 


least, he seems to prefer other measures, 
such as strict exchange controls and 
tighter limits on imports from the United 
States. If he continues to hold out against 
devaluation, he may be forced to set up 
a system of export subsidies. 

Sir Stafford is not yet convinced that 
a cut in the value of the pound would 
be any more than a temporary solution of 
Britain's trade problems, if that. But 
British authorities are beginning to real- 
ize that devaluation talk itself, which 
persists around the world despite Sir 
Stafford’s denials, could eventually force 
the Government to devalue. 

If that were to happen, the countries 
that compete with Britain in world mar- 
kets would be compelled to devalue. 
Most of the world probably would join 
the procession. Decisions now being 
made in London, thus, hold the key to 
currency values nearly everywhere. 

What Britain is up against is a 
failing U.S. market at a time when she 
badly needs to step up her dollar earn- 
ings. On top of that, she is under grow- 
ing pressure, from Canada as well as 
from the United States, to get the pound 
into line with its real value, so that 
eventually it can be made freely con- 
vertible with other currencies. Signs of 
the British problem can be seen on many 
fronts. 

Exports of British goods fell off sharp- 
ly in April, so that the trade deficit was 
nearly twice as large that month as in 


March. Sir Stafford blamed increasing 
competition from other exporting nations 
for the drop in sales abroad. If the de- 
cline continues, Britain will be forced to 
take action. 

In Switzerland, small German cars are 
underselling British Austins. The same 
thing is happening on Diesel motors and 
other competitive goods. 

In Italy, Swiss goods are getting the 
upper hand over British goods. 

In London, the stock market has 
weakened, reflecting concern among in- 
vestors over Britain's problems, both in- 
ternal and external. 

In Canada, authorities are getting wor- 
ried about what will happen when U. S. 
aid under the Marshal] Plan runs out. 
Britain is paying for Canadian goods 
largely with’ Marshal] Plan dollars. The 
Canadians fear the time will come when 
they will have to take sterling in pay- 
ment, without any assurance that the 
sterling will be convertible into U.S. 
dollars. Canada’s problem, like Britain’s, 
is to keep herself in position to pay for 
U.S. goods. That is why Britain is feel- 
ing pressure from Canada to devalue the 
pound. 

Canada, because of the scarcity of dol- 
lars around the world, runs into trouble 
selling her own goods. Australia, for ex- 
ample, buys pulp in Sweden when it 
could be had at a lower price in Canada. 
The reason is that Sweden will take 
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tow shippers enjoy a broadcast 
without hearing it! 
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Conductor to engineer: “All black!” (no hot boxes) 


If you ship freight, you’ll like Northern Pacific’s exciting new “radio 
program”’—even though you can’t hear it! We’re talking about “‘broadcasts”’ 
between the locomotive and caboose of NP freight trains in the Cascade 
Mountains... via new two-way VHF radio telephone equipment. Why 
there? Because up in that lofty land of heavy weather, we can greatly 
expedite movement of your freight by keeping all crewmen constantly in 
touch with each other ...even though they may be a mile apart. Keep 
tuned for further details ... 
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Engineer to conductor: “OK, we’re highballing!” 


Our new “end to end”’ radio communication also means safer handling of 
your freight. In case of trouble—a hot box or sticking brakes—the engineer 
is told instantly. Northern Pacific is taking many other important steps to 
give you better shipping along the Main Street of the Northwest. We’re 
buying new diesel power, building new freight cars, improving our right-of- 
way, and streamlining our loading-and-unloading- procedures. Call on us 
next time you have a really tough shipping problem—offices 
located in principal cities. 
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sterling in payment, whereas Canada de. 
mands dollars, either U.S. or Canadian, 

A solution to Britain’s problem is not 
easy to find. 

Devaluation, in the view of Sir Staf- 
ford and other British authorities, might 
make Britain’s problems worse instead 
of better. If Britain were to devalue by 
10 per cent, cutting the pound to $3.60, 
then the U.S. price of a British car, for 
example, could drop from, say, $1,600 
to $1,440. Theoretically, that would 
make it easier to sell British cars in U. §. 
But the British would earn 10 per cent 
fewer dollars per car. The question is 
whether car sales, especially in a period 
of recession in U.S., would rise enough 
to make up the difference. 

Also, the British fear that devaluation 
might set off a serious inflation at home. 
British imports would be costlier if the 
pound were devalued. That, presumably, 
would lead to higher prices and new 
wage demands. 

As still another point, the pound is not 
overvalued in relation to many other 
“soft” currencies. That has led to specula- 
tion about devaluing the pound only in 
terms of the dollar and other “hard” 
currencies, leaving it where it is in terms 
of soft currencies. The British reject that. 
It would lead to protests from countries 
whose currencies are tied directly to the 
pound. Britain led the protests when 
France set up a multiple-currency sys- 
tem, giving favored treatment to the 
dollar, the Swiss frame and the Portu- 
guese escudo. 

To earn more dollars, Britain may 
have to take new steps to hold down 
consumption at home, so that there will 
be more goods to export. 

Other countries are waiting to see 
what Britain does with the pound. 

France is about ready to return to a 
single rate for the franc, but Finance 
Minister Maurice Petsche does not wish 
to move ahead of the British. A single 
rate would mean further devaluation, 
and Mr. Petsche has little interest in set- 
ting a lower rate in relation to the 
pound. The sterling that France could 
earn by devaluing would not be con- 
vertible into dollars. 

Sweden realizes now that she made a 
mistake in raising the krona rate in 1947. 
The Swedes are talking of devaluing, 
but want to see what Britain does first. 

Norway, too, is running into export 
troubles, because her prices are too high. 

Belgium has a hard currency, but she 
suffers from the lack of convertibility of 
European currencies. 

Italy, too, is piling up big reserves of 
nonconvertible European currencies. 

The U.S. is to hold the dollar at its 
present value—the Treasury refuses to 
budge. There is pressure to raise the 
official price of gold, from foreign coun- 
tries and from domestic mines. But, if the 
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dollar price for gold were raised, the rela- 
tive value of foreign currencies, in terms 
of the dollar, would go up. Most foreign 
currency values are considered too high 
already. 

Problems for U. S., however, might 
be raised by a devaluation parade in 
other countries. Official attitude is to 
encourage devaluation, hoping that in- 
creased sales of foreign goods in U.S. 
markets will remove the need for dollar 
aid, But those sales would mean more 
competition for U.S. producers at a 
time when markets already are shrink- 
ing. The American businessman, thus, 
has an,important stake in whether Brit- 
ain sets off a series of currency devalua- 
tions around the world. 


TAXPAYERS LOSERS 
IN SUPREME COURT 


The taxpayer who takes his case to 
the U.S. Supreme Court usually loses 
out to the tax collector. A study of the 
high court’s record of recent years shows: 

In the 1948-49 term, now about to 
close, the Court has decided seven fed- 
eral tax cases. All seven were decided 
against the taxpayer and for the Gov- 
ernment. 

In the 1947-48 term, there were five 
federal tax cases. The taxpayer lost all 
of them. ; 

In the 1946-47 term, the Court heard 











10 cases involving federal taxes. The 
taxpayer won one case, the Government 
the remaining nine. 

In three terms, thus, the Supreme 
Court has had 22 federal tax cases. The 
Government has won 21 of them, the 
taxpayer only one. In earlier years, the 
taxpayer had been doing somewhat bet- 
ter, but the tax collector still came out 
on top in most cases. 

In the 1945-46 term, out of 21 tax 
cases, 16 were decided for the Govern- 
ment and the remaining five for the tax- 
payer, 

In the 1944-45 term, the taxpayer 
fy seven cases, and the Government 

Adding up, there have been 66 tax 
cases tried before the Supreme Court in 
the last five terms, beginning in 1944. 
Of those, the Government has won 53 
cases. The taxpayer has won only 13. It 
has been two years now since a taxpayer 
won a single case before the Court. 

In the term about to end, the justices 
have decided three cases involving the 
estate tax, one case involving the indi- 
vidual income tax, two involving the 
corporate tax, and one involving the ex- 
cise tax on electricity. Three justices dis- 
sented in each of the estate-tax cases. 
Two dissented in the case involving the 
individual income tax. 
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.»-Provide Faster, 
Lower Cost Handling 
For Today’s 
Modern Merchandising 


Everyone is in a hurry! The demand 
for faster service is a part of the in- 
creased tempo of American business. 


That’s why more and more busi- 

nesses are turning to Gaylord Bags ° 
—drug stores, department stores, 

specialty shops, dry cleaners, laun- 

dries, grocery stores, liquor stores, 

super markets—in fact, every type 

of retail and service business. 





The uniform size, full weight and 
er - ae strength of Gaylord Kraft Bags 


AND SACKS 
are vital factors in holding satisfied 


KRAFT PAPER AND e 


SPECIALTIES customers. 


CORRUGATED AND Gaylord research will help you solve 
a your packaging problems—no mat- 
FOLDING CARTONS @ ter what they may be. Call on us. 





Gaylord Container Corporation 
213 R General Offices: SAINT LOUIS 
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HOW MANY PARTICLES OF DUST. 
IN A CUBIC FOOT OF AIR? 


The dust particles shown here magnified 100 times would be invisible in the air and would remain afloat in air for hours. 


When you breathe air you breathe dust, too. That does no 
harm, necessarily. A cubic foot of room air may contain as 
many as a half million dust particles, yet be perfectly safe. But 
continued breathing of air containing too much harmful dust 
can eventually affect health. 

The above photograph, showing dust particles magnified 
100 times, was taken through a microscope as arranged for 
dust-counting in Bethlehem’s industrial-hygiene laboratory. 
By filtering out the dust particles from a measured sample of 
air and making a count, the technician can readily determine 
whether the amount of dust present in the air is excessive. 


BETHLEHEM STEEL ~ 





Dust counts are only one of the many tests and studies @ ¥ 
working conditions constantly being made by our industri E 
hygienists. Better controls are developed for dust, fumes @ si 
any form of atmospheric contamination. Protection against} 
radiant energy and noise is provided. Plant processes arg 
analyzed to ferret out and eliminate hazards to health. Way 
are sought to improve ventilating, heating and lighting. 

In these, and in many other ways as well, our industrial 
hygiene staff is constantly working toward its goal of improved 
more healthful surroundings, and more dependable safeguard 
for the well-being of employees in our plants and shipyards] 
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Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


: So far in this recession the businessman is being Squeezed more than the 
S consumer. The public's buying stays at high levels. Buying is more leisurely, 
» more choosy. There's plenty to buy and prices show no sign of stiffening. 
2 Retailers and wholesalers are playing a cautious game. Their ordering is 
» careful, closely related to stocks and actual sales. 
3 Manufacturers, at the end of the line, feel this cumulative caution most. 
ei Pressures on manufacturers come from Slackening orders, high fixed costs, 
' the apparent need to cut corners and lower prices. 








Manufacturing costs are coming in for a lot of attention these days, as 
profit margins continue to shrink. 

There's some relief from the peak costs of last year. 

ie Pay rolls of manufacturing firms by March were off 8.6 per cent from the 

» peak levels last autumn. Biggest declines are in rubber products, textiles and 

* electrical machinery, where layoffs have been fairly heavy. Automobile and 
chemical pay rolls, though, are not off much. 

Productivity of workers is improved as layoffs mount and work weeks are 
cut back. Tendency early this year in some industries to spread*the work and 
keep the men on is now less apparent. Things are getting beyond that stage. 

Material costs have eased off. Wholesale prices of raw materials, as a 
whole, are down about 10 per cent from the July, 1948, peak. Much greater 
declines are seen in some items such as nonferrous metals, industrial alcohol. 

High-cost inventories in the hands of manufacturers are being worked down. 
Inventories at the end of April were $31,400,000,000, a drop of 2 per cent from 
the February peak level. Further contraction is to be expected. . 

What all this means is that businessmen are getting their affairs in better 
order, cutting out waste and heavy carrying charges. 

















As a consequence, bank loans to business continue to spiral downward..... 

Decline in these loans by Federal Reserve member banks in leading cities 
has accelerated this spring. Of the $2,000,000,000 contraction since the 
December peak, 64 per cent has occurred since the beginning of April. 

Inventory liquidation of manufacturers and wholesalers has been largely 
responsible for the downtrend. Manufacturers have been cutting their stocks 
Since February and wholesalers since March. 

Loans of country banks will show seasonal expansion during the summer. 

But this cushion is unlikely to counterbalance downtrend in other loans. 











Banks are caught between two fires on loan policy..... 

Thinning out of their loam portfolios doesn't make them happy, considering 
the low return on Government securities and other alternative investments. 

Still, screening of loan applications must be vigorous. 

Business failures are up 117 per cent over a year ago and have hit the 
highest level since May, 1942. 

New incorporations are falling off sharply, too. 

Loan applications of high quality are not as frequent as they were. 











Fewer mortgage loans on houses are being handled by lending agencies..... 
Mortgages recorded in the first quarter were off 10 per cent in dollar 


(over) 





Written for the issue of June 10, 1949, Volume XXVI—No. 23 
JUNE 10, 1949 





56 


TREND OF AMERICAN BUSINESS--(Continued) 


volume from a year earlier, reflecting the slowdown in residential building. 

Mutual savings banks are Still extending the total of their mortgages. 

But commercial banks and savings and loan associations are getting more 
cautious. New mortgagés of commercial banks are off 20 per cent, while savings 
and loan associations are off 13 per cent. 

Stiffer terms, bigger down payments are the rule now on mortgages. 

Still, mortgages today look like a lot safer investment than they did in 
the ‘20s, when banks were loaded with them. Many mortgages now are guaranteed. 
Amortization schedules are more sensible than they used to be. Frequent 
refinancing is less necessary. Foreclosures should not be a big problem now. 











Buying on credit is up again, reflecting easing of restrictions..... 

Biggest gains are in installment credit. Rise in April was $207,000,000, 
bringing the total to $8,623,000,000 or 22 per cent above April, 1948. 

Time buying of cars accounted for nearly three quarters of the April jump 
in installment credit. Installment buying of other things such as refrigerators 
and washing machines showed little increase. Market demand for these types of 
durable goods continues weak. Price cuts seem to have little effect. 

Installment-credit controls will be lifted July l. 

Consumer debt, despite increases, is still unusually low in relation to 
people's savings or disposable income. 

















Those who see the Marshall Plan as a channel for disposing of U.S. sur- 
pluses take heart at the way the Economic Co-operation Administration is steer- 
ing buying of client countries toward the U.S. 

Iwo thirds of the procurement authorizations issued by the ECA in the fourth 
quarter of 1948 named the U.S. as the source. 

U.S. share rose to 80 per cent in the first quarter and to 84 per cent in 
April. To some extent this rise is explained by the fact that Marshall Plan 


countries are now selling more goods to Latin America and other places. This 
means that they are earning more and are able to buy more with their own 
earnings. Thus, they don't have to depend so heavily on ECA funds, except when 
they buy in the U.S. Their exports to the U.S. still are relatively low. Pickup 
in their exports to other places doesn't supply them with dollars. 

Progressive easing of U.S. export controls also makes it easier for the ECA 
to channel Marshall Plan buying into U.S. sources. Soon it will be possible 
for Marshall Plan. countries to buy almost anything the U.S. produces. 

ECA also is forcing Marshall Plan countries to buy certain surplus items 
here if they want to use ECA dollars. That is true of wheat and flaxseed, for 
example, and will undoubtedly be true of many other commodities in surplus. 





Just how important are Marshall Plan shipments to total U.S. exports? 

Exports in the first quarter were 2 per cent below a year earlier. 

But, with Marshall Plan exports excluded, they were down 22 per cent. 

Chief ECA-financed exports were grains, dairy products, petroleum products, 
coal, cotton, steel products, machinery, motor vehicles and tobacco. 

Gains over year-earlier levels were shown by each of these except motor 
vehicles, coal and some types of machinery. 

In the first quarter of 1948, the Marshall Plan was not yet in operation. 
U.S. exports were in a declining phase, chiefly because of dollar shortages. 

Downtrend in U.S. exports has practically been halted by Marshall Plan aid. 

That's thus far this year. But prospects are that, despite Marshall Plan 

exports this year as a whole will be below the $12,600,000,000 of 1948. 

Drop in American prices will affect this dollar volume. 

Also, dollar earnings and resources of other countries are to decline 
further. Their sales in this country are being affected by the recession. 

Walls and restrictions against imports from the U.S. are sure to rise under 
these circumstances, as they are doing today in Argentina and South Africa. 
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The everyday necessities 
which we take for granted—the telephone, the automo- 
bile, the electric light—might still have been miracles of 
tomorrow had not inventive genius been matched by 
financial imagination. Since this Bank was founded in 
1799, we have helped business make and distribute 
many of the products which have raised America’s 
living standards to the highest of any nation’s. 


Nine-tenths of 
the world’s great 
inventions were 
created since this 


Bank was founded 


Today, creative output is at an all-time high, and in- 
creasing rapidly. Every new idea, every new process, 
every new product designed to benefit mankind will 
offer new opportunities for financial imagination to be 
of service. 

Is it any wonder that we’re looking less to our past 
than to our next 150 years? 


Bank of the Manhattan Company 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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THE FIRST FIVE MINUTES 


More can be done in the first 
five minutes after a FIRE starts 
than in the following five hours. 
The time to fight a FIRE is 
when it is small. Stop FIRE... 
in the first five minutes...with 
GLOBE Automatic Sprinklers. 

GLOBE AUTOMATIC SPRINKLER CO, 


NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly ail principal cities 
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“MUST” NEWS 


The Management Staff. the 
Production Staff, the Engi- 
neering Department, and the 
officials responsible for sales, 
distribution, and transporta- 
tion—these men and _ their 
assistants naturally are cover- 
to-cover readers of U.S. 
News & World Report be- 
cause they must keep in- 
formed on national and 
international trends—which 
today, more than ever, is 
“must” news. 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “must” news. 


S. News & World Report 


Advertising Department 


Rockefeller Plaza New York 20, N. Y. 
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RITTENHOUSE SQUARE, 
ARTHUR T. MURRAY, Monoging Director 


ew Own ee ON NN Ee 


COMING TO 


ILADELPHIA ? 


Stay at The Barclay. Whether just for 
overnight or for an extended stay, 
you'll find everything just as you like 
it— superior accommodations, a fa- 
mous cuisine, convenience to stores, 
theatres, etc. Rooms from $5 single 
and $8 double. Suites $14 and up. 


Barday 


PHILA., PA 





Government scholarships are receiving 
increased attention. This is being shown 
both by Congress and by students who 
might be eligible for these grants. The 
subject came up for wide discussion when 
Congress began investigating fellowships 
awarded by the Atomic Energy Commis- 
sion for scientific study and research. 

One scientist was shown, at a congres- 
sional hearing, to be receiving $3,750 for 
medical studies under the AEC fellowship 
program. Some question was raised at the 
hearing about the Communist leanings of 
this fellowship holder. Another student, 
with a $1,600 AEC grant, testified that he 
was a Communist. This testimony was fol- 
lowed by an order of the Commission that 
holders of its awards make non-Commu- 
nist affidavits to qualify. 

Meanwhile, many questions are being 
asked about Government aids to students 
under AEC and other programs. These 
scholarships often carry higher cash value 
than is paid to veterans studying under 
the GI Bill of Rights. In addition, oppor- 
tunities are being given to study abroad 
at Government expense. 


How much is paid on Government 
scholarships? 

Payments vary widely. For example, a 

fellowship under the AEC program can 

pay up to $4,000 for one year. That top 

payment would go to a married man with 

two or more children if he held a med- 


ical or Ph.D. degree. A single man with _ 


only a bachelor’s degree and no depend- 
ents would get $1,600, as a rule. In the 
same way, there are variations in the 
cash value of scholarships under other 
Government programs. 


Who can qualify for AEC grants? 
An applicant usually must have a col- 
lege degree, or its equivalent, plus at 
least one year of postgraduate work. 
Grants usually are made to men and 
women not over 30, but this is not a 
hard and fast rule. 


How are selections made? 

AEC fellowships are given out only 
after competitive examinations. But 
scholastic training and background and 
individual qualifications are taken into 
consideration along with examination 
marks. Selections are made for AEC by 
the National Research Council, 2101 
Constitution Avenue, N.W., Washing- 
ton 25, D.C. 


Fellowships of the AEC are for one year, 
but can be extended under unusual cir- 
cumstances. They usually call for study 
in physical sciences or in some branch of 
biology or medicine. 





WHO GETS GRANTS FOR STUDY 


Next, as to other types of Govern. 
ment scholarships: What Oppor- 
tunity is offered for foreign study? 

The Government is now expanding the 

program under which Americans cap 

study abroad under scholarships. This js 
the program under which costs are paid 
by sale of surplus U.S. property in the 
country where a student goes to school, 

But Congress has voted to offer similar 

scholarships to Americans in other parts 

of the world. This will start as soon as 
funds are provided. 


More than 600 “American students are 
going to foreign countries this summer 
and autumn for a year’s free study. They 
are the first large contingent whose ex- 
penses are paid from funds raised by the 
sale of surplus property. This group will 
be followed by larger numbers as the pro- 
gram expands, and when scholarships are 
made available in other countries. Al 
together, several thousand American stv- 
dents and researchers a year are expected 
to be receiving free education and train- 
ing abroad when the scholarship plans 
get fully under way. 


How much is paid on a foreign 
scholarship? 

There is no set amount. The payments 
vary from country to country, according 
to living costs, and according to the needs 
of the student. But payments usually are 
large enough to cover travel and living 
expenses. Extra payments also can be 
made to married students and those with 
other dependents. 


Just where can a student go abroad? 
This program now permits scholarships 
for study in the following countries: 
France, Italy, Great Britain, Belgium, 
Luxembourg, Norway, the Netherlands, 
Greece, China, Burma, New Zealand and 
the Philippines. Efforts are being made to 
extend it to other countries. 


Who can get a foreign scholarship? 
A student must have at least a college 
degree or its equivalent to qualify for 
a foreign scholarship. He must have 
some knowledge of the language of the 
country where he will go. A veteran is 
given a preference over a nonveteran of 
equal scholastic ability. Most of those 
selected are under 30 years of age, but 
a few are older. 


On what basis are students chosen? 


Selections are made on the basis of 
scholastic standing, background and 


character, but there are no competitive 
examinations. Candidates are screened 
by the Institute of International Educa- 
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tion, 2 West 45th Street, New York 19, 
N.Y. Final selections are then made by 
the Board of Foreign Scholarships. 


This program also involves an exchange 
with foreign students to the U.S. and 
of schoolteachers and college professors. 
Applications of teachers are handled by 
the U.S. Office of Education, Federal 
Security Agency, Washington 25, D.C. 
The preliminary program for professors, 
specialists and advanced research stu- 
dents is administered by the Conference 
Board of Associated Research Councils, 
9101 Constitution Avenue, N. W., Wash- 
ington 25, D. C. Traveling expenses and 
other cash assistance go with awards to 
all of these groups. Here, too, selections 
are made for only one year, but renewals 
sometimes are possible. 


Are scholarships to Latin-American 
countries available? 

Yes, But the number is very limited at 
this time. Information about scholarships 
to Latin-American countries can be ob- 
tamed from the American Republics 
Section, Division of International Ed- 
ucational Relations, U.S. Office of Ed- 
ucation, Federal Security Agency, Wash- 
ington 25, D. C. 


Are other scholarships available in 
the U. S.? 
The Public Health Service has a small 
group of fellowships for students inter- 
ested in medicine and related subjects. 
These are open both to doctors and to 
others. The awards also are for one year 
as arule, but sometimes can be extended. 


Public Health Service fellowships range 


in value from $1,200 for a person with a’ 


bachelor’s degree only and no dependents 
to $3,600 for a person with a doctor's 
degree and dependents. Those in the 
latter group get an additional $300 if their 
grants are renewed after the first year. 
Applications are handled by the Division 
of Research Grants, National Institute of 
Health, Bethesda 14, Md. 


Will the number of Government 

scholarships be increased? 
That is largely up to Congress. Efforts are 
being made to extend to other countries 
the program under which foreign scholar- 
ships are financed through the sale of 
surplus property abroad. This requires an 
agreement with each country. Congress is 
being asked to provide the money to 
carry out the plan for establishing similar 
grants for American students in countries 
where there was no surplus property. The 
proposed legislation for a science foun- 
dation involves additional awards to 
students. And the Atomic Energy Com- 
mission wants to extend its fellowships. 
Congress must say how far these various 
aids to education are to be increased, and 
how much is to be spent on the scholar- 
ship programs. 
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DENMARK...NORWAY...SWEDEN 
E ALL THREE ee’: 
TRIP 10 EUROPE 
You can make a “Grand Tour” on a 2 weeks’ vacation 
when you fly to Scandinavia. SAS saves you weeks of 


travel-time, stretches your summer holiday (only 17 hours 
“amu == +9 the Northern Countries). 





Scenic wonder in Norway 


—* 


4 
Elsinore— 
Hamlet's 
castle 


Nine flights a week, and the only DC-6 planes to 
Scandinavia. You can name your departure day. 
Meals, smérgasbord and refreshments are free. No 
tax, no tipping, no extras, 





Before you travel, consult a 
travel expert— Your Travel 
Agent 


ake 
CANDINAVIAN 


AIRLINES SYSTEM 


New York * Chicago * Minneapolis 
Seattle * Los Angeles 








Famed City Hall, Stockholm 
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was Surglurixed— 
‘LOSS $12,000 


“Consult your Insurance 
Agent or Broker as you would 
your Doctor or Lawyer” 








This man 
made the difference 


He is your Insurance Agent. 


He is the reason why one company will lose nothing . . . where another 


company will be forced to shoulder heavy losses. 


So long as locks can be picked, fences scaled and windows smashed, your 


company requires protection against burglary and theft loss and damage. 


There is a USF&G agent in your community who will work out an insurance 
program for your company that includes the proper protection. 


Consult him today. 


ee U. S. I rN (i. Companies 


United States F idelity & Guaranty Company. Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto - 
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Business Around the World 








LONDON....WASHINGTON....BUENOS AIRES.... 





>> Sinking spells in U.S. production and prices are watched closely abroad. 

Pessimism is beginning to appear in countries trying to build up their 
exports to the U.S. Price flexibility will be important in holding the American 
market. But prices are on stilts because of high costs, overvalued currencies. 

Britain finds the U.S. is taking a smaller and smaller share of her ex- 
ports. London stock market is taking a dim view of British prospects. The 
Labor Government is quietly preparing for a possible slump in Britain. 

France finds her production surge ebbing. Strong uptrend in industrial 
output seen since the coal strike last November was reversed in April. Defla- 
tion is taking hold. French exports to the U.S. are not going well. 

Western Germany finds unemployment rising. Buyers' strike is showing up 
in Germany. Costs of consumer goods look too high. Stores are loaded with 
goods. Exports are hampered by currency difficulties. But steel and coal do well. 

Sweden, Italy and the Netherlands are disappointed about their sales in 
the U.S. Trouble is, chances for a reversal of this trend aren't thought good. 

Canada, Australia, Mexico, Chile, Peru are to be affected by weaker prices 
and demand for their important raw products such as metals, wool, Some foods. 

But a Summer Slump in the U.S., now apparently gaining headway, has brighter 
aspects, too, for other countries. What they buy in the U.S. will cost less. 
Their dollars, whether "free" or Marshall Plan, can be stretched further. 














>> Building up exports to the U.S. is a crucial matter for the Marshall Plan 

countries. It's the only way they can get off the U.S. dole. The Economic 

Co-operation Administration in Washington now is jumping into this export problem. 
An ECA study is under way that will show each country where its best pos- 





Sibilities are, where it can get business in the U.S. 

Rough indication of where the ECA thinks these countries can pick up busi- 
ness in the U.S. is now available. ECA statisticians simply compare U.S. im- 
ports from these countries during 1939 with those in 1948. Prices have doubled 
during the decade. Where the 1948 figure is less than double the 1938 figure, 
the ECA believes there may be a good chance for expanding sales in the U.S. 





>> On this basis, here's where the major sales efforts in the U.S. will be: 
Austria will push textiles; Belgium, chemicals; Ireland, whisky and beer. 
Britain will emphasize sales of leather goods, whisky, antiques. 
France will stress wines, leather goods, chemicals. 
Greece will send in more tobacco. This depends on conditions in Greece. 
Italy will push cheese, canned tomatoes, olive oil, wines, textiles. 


(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


The Netherlands will try to sell more diamonds and chemicals. 





Norway, more wood pulp and fertilizers; Sweden, more fine steel, more pulp. 

Switzerland, more cheese and coal-tar dyes. 

Western Germany will plug cameras, scientific instruments, chemicals. 

This list will have to be sweated down considerably to take account of 
what's happened in American manufacturing in the last decade. For instance, 
growth of American chemical, cheese, textile industries is going to make it 
difficult for imports in these lines to recapture the prewar market. But the 
list at least shows you the direction of ECA thinking. 








>> Goal of the Marshall Plan countries is to double their exports to the U.S. 
by mid-1952, when U.S. aid is scheduled to end. 

Question is, how great an effect will such an increase have on the Ameri- 
can business scene? Here's the way the ECA figures the impact: 

U.S. imports from the Marshall Plan countries averaged $606,500,000 annu- 
ally in 1936-38 and amounted to 0.7 per cent of the U.S. national product. In 
1948, these imports totaled $971,000,000, or 0.4 per cent of national product. 

By 1952-53, these imports are estimated at $1,900,000,000, and the gross 
national product at $270,000,000,000. Share of these imports would be back to 
the 0.7 per cent of the national product shown in prewar days. 

Over-all impact may be small. But effect on individual industries, such 
as watches, might be very heavy. That's one reason why the Marshall Plan is 
going to come in for increasing criticism by American industries. 














>> Argentina has at last come to terms with her big customer, Britain..... 

Trade deal with Britain, reached after months of bickering, provides for a 
five-year exchange of goods with a minimum value of $320,000,000 a year each way. 

It covers most of the important items in British-Argentine trade and breaks 
the deadlock strangling this trade for months. 

Britain will get at least 300,000 tons of Argentine meat a year. This 
would be about a third of all the meat the British Government buys. 

Meat price works out to about 17 cents a pound, a figure 44 per cent above 
the price in the British-Argentine agreement of 1948. Argentina wanted a much 
higher price. Britain balked but had to have the meat, even at a high price. 

Grains, linseed oil, fodder also will be shipped to Britain. 

Argentina will get 1,500,000 tons a year of British coal and 5,700,000 
tons of oil from British companies. Most of Argentina's imports of oil have 
been coming from American companies. Also, she has been buying U.S. coal. 

British machinery, textiles and whisky also are included in the deal. 

Attempt will be made to balance off over-all accounts between the two 
countries, so that there won't be much movement of cash. Argentina is no 
longer so anxious to build up a surplus in her trade with Britain. Before the 
war, the Argentines used surplus British pounds to pay off their normal trade 
deficit with the U.S. But now pounds no longer are convertible into dollars. 

By this deal, the British preserve a great part of a market that was 
shrinking fast. Argentina has just announced that imports from dollar areas are 
to be limited to 25 per cent of the 1947-48 average. Imports from most other 
countries are to be limited to 50 per cent. This deal assures Britain of a big 
Slice of the Argentine market. The U.S. will not do as well. Thus, another 
bilateral deal breaks a trade stalemate but leaves the U.S. out in the cold. 
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. Reg. U.S. Pat. Off. 
. INDICATORS OF BUSINESS ACTIVITY 
Factory output is falling more rapid- Wholesalers’ sales give a key to the 
ly as manufacturers, wholesalers and 1 sharp drop in factory output. Sales 
Sailers try to cut inventories. New Orders Received fell 12 per cent below a year ago 
Steel operations were scheduled at By Manufacturers in April, compared with 6 per cent 
91.8 per cent of capacity for the below in the first quarter, 7 per 
week ended June 4, against 94.1 in _| POINTS cent below in March. Details fol- 
the week ended May 28. Operations INDEX TOTAL ~, low for April and the first quarter: 
in the earlier week had dropped to Per Cent Change 
56 in New England, 78 at St. Louis OO aga 
es and 85 in some Western States. Total 2 es gene 
Factory output sank to 178.8 on the 200 4 DURABLE GOODS Automotive supplies —11 —14 
indicator below in the week ended Electrical goods — 8 —ISs 
- May 28 from 180.5 the previous Hardware —l1 —19 
week. The peak was 202 in October. Industrial supplies rags -12 
Unemployment, measured by claims Furniture wae st 
: for unemployment compensation, ee -& -— 
1 crept higher in the week ended May NON DURABLE GOODS Saakiene See 
. 28. Claims have risen since mid- Plumbing & heating —10 —23 
April, in contrast with a decline over Industrial chemicals —18 —24 
the same period last year. Clothing — 9 —12 
Wholesale prices were lower again Dry goods —2) —25 
for building materials, metals, pe 1946 1947 1948 1949 Groceries +s id 
oes win Cie Mel anods jg OS ee Shoes — 8 —17 
the week ended May 31. In the in April to the lowest in six months, Wholesalers’ purchases from manu- 
° grain market, cash wheat dropped and outstanding orders on May 1 facturers were reduced sharply as 
to $1.95 per bushel at Kansas City were equal to only 3 weeks’ sales. sales of wholesalers to their own 
on May 31, down 35 cents ina week New orders received by manufactur- customers slumped. As a result, 
to the lowest since 1946. ers, shown in the top chart, have wholesalers were able to cut their 
Retail sales have been holding better fallen sharply since November. Ex- April inventories 2 per cent below 
than production. Department-store cluded are orders of the auto, trans- March, although their own sales 
rs sales averaged 300 on the indicator portation-equipment, printing and fell 9 per cent below March. 
ay. below in May, 3 per cent above publishing and coal-products in- The business recession is being ag- 
aks April, only 3 per cent below a year dustries. gravated now by the liquidation of 
ago. Sales of manufacturers fell to $16,- inventories. As stocks of goods are 
Liquidation of inventories is cutting 900,000,000 in April, $1,200,000,- reduced, manufacturers will gear 
factory output. Manufacturers re- ° 000 below March. About half of production more closely to spend- 
duced their stocks by $300,000,000 manufacturers’ sales go to whole- ing by final users of goods. The rate 
in April. Wholesalers trimmed salers, a fifth go directly to retailers of spending by business and con- 
ve theirs an estimated $200,000,000. and a quarter directly to industrial sumers, therefore, will be closely 
h Department-store inventories fell users. watched in the period ahead. 
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Dwight Eisenhower's Political ‘It’ . . . Japanese Push 
For China Trade. . . Truman Task in Filling Key Jobs 


President Truman is going to stand 
by his plans for a welfare state as 
his program for countering a setback 
in business. The President is cool to 
the idea of trying to sell Congress on 
an antideflation program involving 
a lot of new proposals for Govern- 
ment spending and lending. 


ee ae 


New Dealers among the group of 
economists who have a pipe line to 
the White House are being viewed 
by the President with something of 
a jaundiced eye. The reason is that 
they sold Mr. Truman on a plan to 
fight inflation when it was apparent 
to most other people that the prob- 
lem ahead was to be deflation. 


xk * 


The President is finding it increas- 
ingly difficult to recruit big-name 
businessmen to take key Government 
jobs. He has had recent turndowns 
from several men who were offered 
important positions. 


RR 


Philip Murray, CIO president, still 
finds that leaders in Government 
jump when he cracks the whip. A 
blast from Mr. Murray caused Ad- 
ministration leaders to put labor-law 
changes ahead of the Atlantic Al- 
liance on the Senate calendar. 


xk * 


Air Force is turning loose its detec- 
tives on the Navy in an effort to dis- 
cover if Navy officers are feeding in- 
formation to the public that the Air 
Force thinks should not be made 
public. Reports that the FBI had 
been called in by the Air Force or the 
office of the Secretary of Defense to 
spy on the Navy are not correct. 


x* * 


Louis Johnson, Secretary of Defense, 
is finding the House of Representatives 
cool to the idea of giving him. the 
power he wants to dominate the Army, 
Navy and Air Force. Mr. Johnson ap- 
parently is to get less authority than 
the late James Forrestal could have 
had to “unify” the services. 
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_ Whispers — 


Secretary Johnson, instead of being 
able to rush ahead, full steam, with 
plans to turn the new Air Force into 
the dominant military service, finds 
that he suddenly is on the defensive 
and forced to take time out to ex- 
plain the background of aircraft con- 
tracts to a committee of Congress. 


xk * 


Dwight Eisenhower, wartime com- 
mander in Europe, finds that some im- 
portant Republicans think he should 
have a political future in their party. 
He has caught the eye of important 
people with his observations on the 
dangers in an immense Washington 
bureaucracy. 


x *k * 


Investigators for committees in Con- 
gress are hearing stories about political 
and financial maneuvers supposed to 
be revolving around a very large 
chemical concern taken over by the 
Government during the war as alien 
property. Control of this big property 
is a rich prize and there is reported to 
be an increase in the political maneu- 
vering related to who gets control. 


xk * 


David Lilienthal, Chairman of the 
Atomic Energy Commission, as of 
this time still has enough Senate 
votes to assure confirmation for a 
new term when his present term ex- 
pires next June. 


x *k * 


Senator Robert Taft, Republican 
leader, is discovering that some im- 
portant labor leaders think they can 
gain more in the way of labor-law 
changes by working with him than 
against him. There are hints that, in 
return for G.O.P. aid in altering the 
Taft-Hartley Act, the CIO might 
make less of a fight against Senator 
Taft in his 1950 campaign. 


xk * 


Julius Krug, Secretary of the Interior, 
is being mentioned again as likely to 
be the next Cabinet member to step 
out. Mr. Truman is understood to 


want to reward Oscar Chapman,’ 


















<< 





Under Secretary of the Interior, with 
the top job. Whenever a change js 
suggested publicly, however, the Pres. 
ident tends to pull back and to insist 
that he doesn’t want outsiders to cal] 
the turn on his personal changes, 


xk * 


Dean Acheson, Secretary of State, ap. 
parently will need to accept some | 
reservations in order to get Senate 
ratification of the treaty putting U.S. 
into an Atlantic Alliance. Senate 
leaders want to spell out a little more 
the exact obligations that U.S. as. 
sumes in Europe and in regard to 
colonies of European powers. 


x & * 


When and if General Douglas Mac- 
Arthur leaves Japan, and Japan’s 
Premier Yoshida takes over, trade 
between Japan and Communist China 
is expected to become very active. 
General MacArthur O.K.’s exports to 
China on a day-to-day basis now. 
Premier Yoshida is all for unlimited 
trade with China, regardless of who 
runs the country. 


* &-* 


Turkish officials are approaching the 
World Bank to see if that institution 
will help Turkey maintain the $175- 
000,000 worth of military equipment 
sent over by the U.S. The matériel 
is a U.S. gift, but the Turks are 
having trouble maintaining and fuel- 
ing it without going broke. 


ne * 


Theory of Chinese Communists that 
Manchuria belongs to them is undef 
revision. Peiping Communists now 
discover that Moscow’s approval is 
necessary before they can _ import 
food from Manchuria. 


x *k * 


Chinese Communist leaders would like 
to ease up on anti-American prop 
aganda and encourage U.S. trade, 
perhaps even loans. But rank-and- 
file Communists are so sold on &: 
tacks on U.S. that they might not 
along with a theory that Americ 
isn’t an ogre after all. 
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And we will get home tonight! 


Aluminum tank cars save trouble for railroads and shippers 


Because ALUMINUM LASTS 


Some tank cars must be tough as stevedores, 
Others, gentle as a mother’s arms. The one, 
to haul fuming acids; the other, to haul 
foods or easily decomposed chemicals. How 
can Alcoa Aluminum do both jobs ? 
Because Alcoa pioneered the way. Re- 
searched alloys impervious to acids, friend- 


ly to foods, strong as steel. Rolled the 


- ALCOA 


plate, worked with car builders to find right 
ways to fabricate. Tested every step of the 
way. So we could say “Alcoa Aluminum 
Lasts!’ and back it up. 

That’s our job. So things of Alcoa Alumi- 
num will be good buys. ALUMINUM COMPANY 
or America, 628 Gulf Building, Pittsburgh 
19, Pa. Sales offices in principal cities. 


FIRST IN ALUMINUM 
THE METAL THAT LASTS 





